
MID-TERM- EVALUATION OF THE 
INSTITUTIONAL DEVELOPMENT SERVICES 

FOR THE SECONDARY CITIES PROGRAM 

Presented to 

USAIDICairo 

BY 
Frank P Carroll 
M~chael Gaffen 

Dan Hallett 
Mohamed Far~d Sewelam 

Mohamed El Sayed Harfoush 
Ahmed Mohamed Allam 

DATEX, Inc. 
7799 Leesburg P~ke 

Su~te 11 50, North Tower 
Falls Church , VA 22043 

Contract PCE-I-800-96-00010-00 

Task Order N OUT-PCE-I-802-96-00010-00 

Fmal Report 
July 19, 1999 



Management By Desrgn 

Margeret S Pope 
PPC/CDIE/DI 
SA- 1 8 209-D 
Washngton, DC 20523-1802 

July 20, 1999 

RE: Mld-Term Evaluation of Secondary Cltres Program/Instltut~onal Development 
Servlces 
Contract PCE-1-800-96 00010-00, Task Oder No OUT-PCE-1-802-96-00010-00 

DATEX, Inc is pleased to present PPCICDIWDI wth a copy of the above-mentioned report as 
requested m the Scope of Work for the above evaluation actiwty 

Smcerely, 

dJ-4- 
Shana Dunruhoo 
Task Order Manager 
DATEX, Inc 

7799 Leesburg P~ke 
Su~te 1150 North Tower 

Falls Church VA 22043-2413 

Celebrating ten years of semce 
~n ~nternafional development 

Tel 7031903 9300 
Fax 7031903 9301 

Emall datexQdatexmc corn 
Websrte http //www datexmc corn 



Md-Term Evaluahon of the hshtubonal Development Semces for the Secondary Cihes Program 

TABLE OF CONTENTS 

EXECUTIVE SUMMARY 

ACRONYMS 

CHAPTER L INTRODUCTION 

A Background of the Secondary Cities Project 
B Orgatllzation of the Report 
C Background of Evaluation Team 

CHAPTER a INSTITUTIONAL DEVELOPMENT SERVICES PROGRAM TASK 
PERFORMANCE* FINDINGS AND RECOMMENDATIONS 

A Task 1 Assessment of Counterpart Orgaruzations 
B Task 2 Preparation of Actron Plans 
C Task 3 Implementation of Action Plan Reforms 
D Task 4 Consumer Education Program 
E Task 5 Procurement of Project Equipment and Materrals 

CHAPTER IIL LOCAL UTILITIES RESPONSE TO THE INSTITUTIONAL 
DEVELOPMENT SERVICES PROJECT: FINDINGS AND RECOMMENDATIONS 

A Examme the effectiveness and responsiveness of the seven cities wlfh regard to 
the pohcy recommendations and action plans developed by the project 

B Deheate problems and constramts that have slowed or prevented the implementation 
of the recommended work plans presented by the Contractor 

C Assess any other constramts m t h  the GOE enwonment that rmtigate agamst 
achevmg overall project objectives 

D Assess the effectiveness of the two estabhshed Pubhc Economc Authorrties PEA) 
m Aswan and Daqahliya and plans to sustm the water and wastewater fachties 

E Evaluate the overall effectiveness of the t r m g  program m achevmg its objective 

CHAPTER IV MAJOR CONCLUSIONS AND RECOMMENDATIONS 

A Performance through Implementation Phase I 
B Pmcipal Recommendations for Phase 11 

ANNEXES 

Annex A 
Annex B 
Annex C 
Annex D 
Annex E 
Annex F 
Annex G 
Annex H 
Annex I 

Persons Interwewed 
Secondary Cities Institutional Development Serwces Contract 
Statement of Work for Intern Evaluation 
Responses to Interun Evaluation Statement of Work "Annex 1" 
Complete List of Recommendations 
Compmson of Secondary Cities on SO6 Decentrahzed Management Goal 
Compmson of Fmanc~al Control Systems at SCP Sites 
Economc Perspectives for SCP 
Strengthened Utihty Safety Program 

EXECUTIVE SUMMARY - Arabic Translation [peverse Side] 

Page 
2 

5 

6 
7 
8 

9 
11 
12 
14 
15 

16 

20 

22 

24 
25 

28 
3 1 

33 
36 
37 
38 
48 
52 
53 
54 
57 



Md-Term Eval-on of the Wtuttonal Development SeMces for the Secondary Qbes Program 

htiated m 1994, the Secondary Cities Project (SCP) combmes pohcy reform unth mfrastructure 
construmon wth the goal of providmg a sustmable foundahon for unproved health and l i n g  conditions 
m smaller urban centers of Egypt Usrng extensive cntena and after considermg over 200 cities whch 
needed new or unproved water and wastewater services, USAlD selected the follomg seven cihes unth a 
populabon of approxunately 1 6 d o n  Mansura, Luxor, Sham El Shekh, Nuweiba, and the Aswan 
Group - Kom Ombo, Daraw, and Nasr The SCP purpose is to expand, develop, and demonstrate 
sustamable, repltcable water and wastewater fachties m selected urban population centers m dtfferent 
geographtc areas and to strengthen Wtutional capabhties for supportmg water and wastewater 
W t i o n s  m operating and mmtsunmg the physical fachties 

To acheve its purpose, the SCP employs a three-stage strategy 
1) Stage One-Design of Actron Plans for Reform 

USAID-fbnded techcal assistance (TA) work unth governorate and local officials as well as 
communtty representatives to develop mdiwdual tune-phased steps needed to acheve cost recovery 
and autonomy for the local entihes responsible for operahons and mamtenance (O&M) of w/ww 
systems m an mdiwdual city, 

2) Stage Two GOE--Implementation of Action Plans 
USAID and the Government of Egypt (GOE) agree upon "substantial progressyy toward reform as a 
prereqwslte to construmon The specfic defirutions of "substanhal progress" to be detaded for each 
ctty and approved by USAlD and the W E  m project unplementation letters (PILs) before hnds are 
comrmtted for constructron, 

3) Stage Three--Construction of WaterNastewater Ii-diastructure 
Construction actmty to begm once the agreed upon progress has been acheved for each city 

The SCP/IDS contract was signed on 22 August 1995 The contract prowdes for two phases 
correspondmg to the first two stages of the three-stage strategy described above Commencmg m August, 
1995, and covenng three years, Phase I compnsed 23 speclfic action-oriented tasks Phase I1 (GOE 
unplementation of a&on plans), began m July, 1998, through the exerclse of an option dated 30 July 1998 
and wdl cover five years, hamg a complehon date of end-FY2003 

The first component is bemg accomphshed through an Institutional Development Servrces (IDS) contract 
wth Chemonlcs International Inc (CI) and is the subject of thls evaluation The second and thnd 
components are being undertaken through a separate Engmeenng Design and Construction Management 
(ED/CM) contract wth Camp Dresser & McKee International Inc (CDM), whch has also prowded 
certatn semces under subcontract to the IDS Project 

INTERIM EVALUATION AND TERMS OF REFERENCE 

The Intern Evaluation was conducted dunng the penod of 18 Apd to 2 June 1999 The swmember 
Evaluabon Team consisted of mstitutional development and management speciahsts, financial speciahsts, 
and engureermg speciahsts The team employed a methodology comptlsing report review, mtemws, site 
wsits, and team Qscussions The Evaluation Terms of Reference focused on the following topics 

Exawe the effectiveness of the seven cities wth regard to the pohcy recommendations and action 
plans developed by the Project 
Deheate the problems and constmts that have slowed or prevented the unplementation of the 
recommended work plans presented by the Contractor 
Quant@ the progress toward achemg the Project outputs 
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Recommend actions that may be taken by USAlD and the GOE to acheve Project goals and 
objectrves, m the form of tasks to be camed out 

PRINCIPAL FINDINGS AND CONCLUSIONS 

Overall performance of the Project is considered excellent, wth substantial progress bemg made toward 
meetmg the mdiwdual project objectives At the end of Phase I m June 1998, three of the four Project 
governorates had acheved all condibons precedent (CP) and PILs were signed, enabhg construction 
actiwtles to begm Eighty-e~ght percent of all key benchmarks had been achleved at that tune By the tune 
of this evaluation (41.11 1999), all project sites had hlly met thev CP targets The evaluation team 
beheves that the pubclpatmg uthties have come a long way fiom where they and the rest of the sector 
stood at Project mcepbon Quahtative and sigtllficant changes have occurred m key areas central to the 
development of autonomous entities These areas mclude orgmzation and stafting, finance and 
admuustration, operations and mamtenance, management systems, and t r m g  Particularly Impressive 
progress has been acheved m revenue retention In compmson to non-Project sites -- sometunes 
conbguous governorates wth smlar conditions facmg the w/ww sector -- the participatmg uthties show 
marked drfferences and are often enwed by the surroundmg areas 

The contractor and USAlD have performed well, exhbitmg remarkable flembhty to respond sensitively to 
evolvlng and qute uruque project needs at the mdiwdual cities No delays m unplementatron resulted from 
the actron or Inaction of either the contractor or USAID What delays have taken place result fkom the 
GOE efforts to resolve sector reform lssues on a nabonal basis, rather than addressmg mdiwdual PEA 
morpomon plans at thls stage 

Performance-based contractmg IS an effective mechan~sm, savmg one year m project length 
Outcome md~cators In the form of benchmarks establ~shed for each governorate's actron plan 
provided the means for measunng the success of the ~nst~tut~onal strengthenmg act~v~t~es  The 
Contractor completed a s~gn~ficant majonty of the requlred Phase I tasks on or ~n advance of 
schedule. The Evaluat~on Team belleves that the clanty and structure of th~s performance-based 
approach--combmed wrth a cost-plus-award-fee ~ncent~ve mechan~sm-was a major factor m 
Phase 1 success. The result IS cost savlngs and ~ncreased cost-effectlveness. 

PRINCIPAL RECOMMENDATIONS 

Nonetheless, much stdl remms to be done m order to meet one of the key objectives of the IDS Project by 
the EOP - full and sustamable recovery of operation and mamtenance costs Whde preventive 
mamtenance, bdl collect~on, staffproductt~~ty, and uthty management all mhcate signtficant unprovement 
fiom pre-Project levels, fbll cost recovery by late 2003 remams a fornudable goal mstoncal data senes 
show that whde revenues are mcreeasmg, so are costs The quesbon of how mtractable this gap is, even m 
the event of fbll autonomy, can be debated The path for combmed water-wastewater uthties m Egypt IS 
even more dlfEicult Whde estunates vary, cost recovery rabos currently range fiom about 45% to 70% at 
Project sites, where calculable The deficit relates sigdicantly to the lack of economc pncmg for 
waterlwastewater Extra-project constramts h u t  the slope of the path to cost recovery GOE laws that 
preclude meatmgfid e r e f o r m  remm a stumbling block, but are bemg addressed by the parallel 
USAID-financed Legal and Institubonal Reform @E) Project 
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P ~ c i p a l  recommendations are to: 
Encourage GOE to develop realatic opt~ons 1n order to prov~de cap~tal financmg for 
mfllstructure m the Water~Wastewater Sector. Currently, hgh mterest rates are a constmt on 
capital hancmg Under transitlonary status, PEAS could be enabled to fhance capped amounts of up 
to LE 2 W o n  for small capital projects (1 e r o h g  stock, small extensions to systems) as zero-mterest 
loans After transition, enable the capital costs for small items to be financed at concessionary rates 
Exped~te the procurement of bulk metering qurpment. 
The transfer of authority for the provision of bulk meters has delayed the abhty of all uthties to 
measure then lnfluents and effluents accurately 
Expedrte the procurement of leak detect~on equ~pment. 
Project data mdcate a weighted Project-wrde average of 40% unaccounted for water relative to total 
produmon System efficiency can be dramatically Increased If system leakages and dlegal commons 
are reduced 
Expedite servlce metenng program. 
The service metering program, lncludmg mstallahon, testmg, and repaw, should be expanded formally 
to d u d e  all classes of consumers Conservation is a normal result of metering and prowdes more 
trust and consumer confidence m b h g  
Review and revise staffing plans to concentrate resources on areas of key personnel where 
shortages currently eust, and urge GOE to exped~te approval of new personnel needs. 
Some sites are overstaffed wth low-slulled personnel, whtle at the same tune there is a shortage of key 
positions such as engmeers and accountants The dficulty of obtamng GOE approvals requued for 
new posit~ons r e m s  an obstacle Recomrnendahons d u d e  s-g plans focusmg on identdied 
needs and proactwe lobbyng of GOE for expedited approvals 

OTHER RECOMMENDATIONS 

Seek GOE co-operation for fast-trackmg path to filler finanaal vlabhty of PEAS 
Fully advate all trammg comrmttees, expand tramng program, especially for semor management 
Expedite health Impact evaluation and health educatron plan/iiplementation 
Expedite estabhshment of an Occupational Health & Safety fbnction at all sites 
Coordmate wth EDKM Project component on a low-cost waste treatment study under IDS 
Expand consumer education program 
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ACRONYMS 

BOD 
CAOA 
CDM 
CI 
CP 
DANlDA 
DTII 
EDICM 
GOE 
IDS 
LIR 
MHPU 
MIS 
MoF 
MOP 
NGO 
NOPWASD 
O&M 
OJT 
PD 
PEA 
PIL 
PSP 
SCP 
SOW 
TA 
TAP 
UfW 
us AID 
wfww 
WTP 
WWTP 

biochemcal oxygen demand 
Central Agency for Orgamzation and Admstration 
Camp Dresser & McKee International Inc 
Chemontcs International Inc 
precedent condition (condrtion precedent) 
Damsh Intemabonal Development Agency 
Development Trauung I1 Project 
Engmeermg Design/Constru~on Management 
Government OfEgypt 
Instrtutional Development Servlces 
Legal and Insbtutional Reform Project 
Muustry of Housmg and Pubhc U t h e s  
management dormation system 
Mintstry of F~nance 
Muustry of Plaxmg 
non-governmental orgaruzation 
National Orgarnation for Potable Water and Smtary Dramage 
operaQons and mamtenance 
on-the-job tramng 
presidenbal decree 
publrc economc authonty 
project ~mpiementation letter 
pnvate sector participation 
Secondary Cities Project 
statement of work 
techcal assistance 
traurtng admstrative procedure 
unaccounted-for water 
Untted States Agency for Internabonal Development 
water and wastewater 
water treatment plant 
wastewater treatment plant 
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CHAPTER L INTRODUCTION 

A Backmound of the Secondarv C ~ t ~ e s  Proiect 

USAID began mvestmg m the water and wastewater (wiww) sector m Egypt m 1977 By 1984, the 
Agency had authorized m excess of $2 bdbon to assist urban and rural populations m meetmg ther needs 
for safe access to potable water and related samtabon semces These mvestments have enhanced human 
resource producbvlty and the qua& of Me, unproved maternal and chdd health, and reduced 
enwonmental degradation At that tune, Cano and Alexandna had been the prrmary beneficianes of the 
sector program, receivmg some three-quarters of the hnds wlde compnsmg about one-quarter of the 
national populatron 

Nevertheless, the GOE and USAID recognued the acute development and enwonmental health need to 
provlde unproved wlww fachties m "secondary" clties (1 e , cities mth populations between 20,000 and 
650,000) Indeed, the National Orgatllzation for Potable Water and Smtary Drmage (NOPWASD) had a 
backlog of more than 200 cities that had requested assistance to construct new treatment fachties and 
networks or to expand and rehabhtate exlstmg ones USAID assistance was therefore sought to address 
ths need 

Although USAID mvestment m the wlww sector had already resulted m a broad-based Impact, the Agency 
recogruzed that m order to mxmze  the mtended benefits, a number of techmcal, financial, mstitutional, 
and social issues remmed to be addressed m the context of structumg hture asastance 
As a result, contmued USAlD mvestments m wfww were predicated on the need for a clear, well- 
developed strategy toward sector reform that would address these lssues At that tune, the GOE had 
already been demonstrattng sigdicant movement toward reforms under two USAID projects Caro 
Sewerage II and Alexandna Wastewater Systems expansion Key elements of those projects mcluded 
GOE-developed, tune-phased actron plans detatlmg planned steps toward transforrmng exlstmg wastewater 
authontles mto autonomous orgamations Additionally, two presidential decrees were signed to prowde 
the enabhg legal framework to support the action plan reforms USAID considered that such mtiatives 
had placed the reform process m motton and set as conditions for fiiture h d m g  progress m the areas of 
cost recovery, revenue retention, labor force aaustment, tarrff-settmg authority, and the removal of legal 
constrmts mhlbitmg autonomy USAID beheves that sector performance is achevable through pohcy 
reform that focuses on such structural adpstment and the provlslon of capital projects 

2. Project Descnpt~on 

The Secondary Citres Project (SCP) was designed m 1994 wth the goal of provldmg a sustsunable 
foundatton for unproved health and hmg conditions m smaller urban centers of Egypt The SCP purpose 
is to expand and develop sustamable, rephcable wlww fachties m selected urban population centers m 
dtfferent geographic areas and to strengthen mstitutional capabhties for supportmg wlww institutions m 
operatmg and mmtauung the physlcal fachties Ths purpose conforms to USAID'S pohcy on mtitutional 
development, whch requlres that mt~tubonal development be addressed m all projects to ensure that 
benefits can be sustmed after external assistance ceases 

Startmg wth a GOE hst of over 200 cibes, tween techcal cntena were employed to select sxteen citles 
fiom m e  Merent governorates for W e r  study Four dfierent regons were considered for closer study 
the Delta, Red Sea, the Sum, and Upper Egypt The Delta has a combmation of saltwater mtrusion and 
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uncontrolled discharge of urban sewage, whch 1s rasmg the groundwater level and threatemng the 
groundwater supply For the Red Sea and the Smru, the lack of access to potable water coupled with 
wastewater Qscharge m excess of treatment capacity threatens the coral reefs and constrams the growth of 
tounsm A s d a r  sltuabon exlsts m the smaller aties of Upper Egypt along the Nile where httle treatment 
capacity exlsts 

The cities M y  selected by USAID and the GOE (Mansoura, Luxor, Sharm El S h e w  Nuweiba, and the 
Aswan Group - Kom Ombo, Daraw, and Nasr) accorded with some twelve additional cntena These 
mcluded the potenbal for rego-on and the Agency's global strategy emphasmng the promotion of 
sustarnable growth m local commumties and duect Impact on the poor The selected cities comprised a 
total 1996 populahon of approximately 1 6 d o n  

By FY2003, it is expected that w/ww mfhstructure d be constructed, operated, and mamtamed m SIX 

Project cibes supported by responsible autonomous entities The outputs of the project are 
enwonmentally sound w/ww rnfrastructure constructed and fbnctronmg, estabhshment of sustmable 
m&tutional frameworks, and achevement of financial mabhty USAID project assistance fbnds three 
major areas of actiwty 1) mstrtutional support and techcal assistance, 2) enpeermg design and 
construmon management, and 3) constmaon 

The fist component is bemg achleved through an Insbtutional Development S e m s  (IDS) contract wth 
Chemomcs Internabonal (CI) Inc and is the sub~ect of ths evaluation Pmcipal subcontractors to CI are 
Camp Dresser & McKee Internabonal Inc (CDM), Titus Austm Inc , Chemorucs Egypt, and Arabic 
Software Enpeermg The second and thrd components are bemg undertaken through a separate 
Enpeemg Deslgn and Construction Management (EDICM) contract wth CDM, whch, as noted, has 
also prowded certam servlces under subcontract to the IDS program 

3 Project Strategy 

To acheve its purpose, the SCP employs a three-stage strategy 
a) Design of Act~on Plans for Reform. 

USAID-fbnded techcal assistance (TA) to work with governorate and local officials as well as 
commuruty representatrves to develop mdivldual tune-phased action plans for each project city 
The actron plans to  spec^ steps needed to acheve cost recovery and autonomy for the local entities 
responsible for operabons and mtenance (O&M) of wlww systems 

b) GOE Implementat~on of Act~on Plans. 
USAID to seek "substantial progress" toward reform as a prerequisite to construction wthm the tune 
h e  prescribed by the aaon  plan 
The specrfic defimtions of "substantial progress" to be detsllled for each city and approved by USAID 
and the GOE m project unplementabon letters (PILs) before fbnds are comrmtted for construction 

c) Provls~on of WaterlWastewater Infrastructure. 
Constru&on actmty to begm once the agreed upon progress has been acheved for each clty 

B Owanlzatnon of the Re~ort 

The report is orgamed mto four chapters Chapter 1 is ths mtrodumon Chapter 2 dews the specrfic 
findmgs and recommendations regardmg the IDS task performance, orgamed on the basis of the 23 
amon-onented tasks m Phase I of the IDS contract The emphasis 1s on the contractor progress m 
achevmg specdic outputs Chapter 3 presents findmgs and recommendations regarding the effectiveness 
of the IDS program on local authorrties, orgamed on the basis of "key items" 1-5, noted m Annex C 



Md-Term Evaluatron of the Inshtubonal Development SeMces for the Secondary C ~ t m  Program 

The emphasis here 1s on the response of the local uthties to the project mputs Because of the number of 
tasks and items m Chapters 2 and 3, the findmgs and recommendations for each (If apphcable) are grouped 
together for ease m review Chapter 4 summatlzes the major hdmgs and conclusions regardmg Phase I 
performance as well as pmcipal recommendations for Phase II (A complete hst of recommendations is 
serrahed m Annex E ) 

C. Backmound of the Evaluatron Team 

Ths report has been compded by SIX semor experts specialtnng m management, finance and admstration, 
and Operations and Management m the area of waterlwaste water The Evaluation Team consisted of 
three expatnates and three local counterparts Bnef overwews of theu background follow below 

Team Leader/Instrtutional Development and Management Specdut: FraA Curroll has over 20 
years of expenence m program evaluation, design, and mstituaonal strengthemng m the areas of water 
supply, waste water, =tation, and enwonmental health As a consultant to the World Bank Techcal 
Advlsory Group, he worked mth the Egypt General Organmbon for Potable Water, the Mimstry of 
Health, Mitustry of Housmg, and Daqahhya Governorate civd engmeermg enhbes He led the Fmal 
Evaluabon team for a four-country USAID Afirca Water mstituhonal strengthemg program 

Frnanclrrl Specialrst Michuel Gaflen has over 20 years of expenence m financial and economc analysis, 
strategc planmng, pohcy remew, and mvestment strategy for the mfiastructure, energy and enwonmental 
sector worldmde He has worked extensively m the water and wastewater sector, particularly m 
restructuring and evaluation of W a n d  rate structures m Egypt, Israel, Honduras, and Russia 

Engineering Specdut Dan HaUen has extensive engmeemg expenence m the water and wastewater 
sector throughout the Near East He has hved and worked m Egypt He has conducted a number of 
USAID project assessments of mstitutional strengthemng programs, mcludmg the Canal Cit~es project and 
mstrtubonal strengthemng of the Nahonal Orgamzation for Potable Water and Santtary Dramage 

Egyptran Instrtutional Development and Management Specrallst: Mohamed Fand Abd El-Monezm 
Sewelm is a techmcal advlsor m poky reform and has USAlD expenence workmg on mstitutional 
development projects He has over 35 years of expenence s p e c i h g  m water and wastewater engmeermg 
and uthty management, mcludmg five years duectmg and managmg the mutllclpal orgamzations for 
satutary dmage  m Cmo and Alexandria 

Egyptian FrnancraVEconomrc Specrahst: Mohamed El-Sayed Hiqfoush, former Undersecretary for 
Finance and Admmstration at the General Orgamzation for Smtary Dramage, has nearly four decades of 
expenence m Egyptian pubhc-sector financial management and admstration Mr Harfoush was duectly 
mvolved, as a representatwe of AGOSD, m the development of USAID'S Water and Wastewater Sector 
Performance Indicators, and he was mstrumental m secumg AGOSD's pohcy reform achievements wth 
the Minrstry of Fmance and CAOA. 

Egyptran Utllrty Engrneer Ahmed Mohamed A l h  is a professional engmeer wrth 32 years of 
extensive management and techcal expenence m all aspects of water and sewage production and 
dutnbution He has served as Operations and Management Speciahst on USAID projects and as engmeer 
m Iraqi State contracting company for water and sewerage projects He has also served for elghteen years 
m the Governorate Housmg Department of the Qalubiya Governorate of Egypt 
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CHAPTER II. INSTITUTIONAL DEVELOPMENT SERVICES PROGRAM TASK 
PERFORMANCE: FINDINGS AND RECOMMENDATIONS 

The emphasls m this chapter is on the progress of the contractor m acluevmg the outputs as defined by the 
IDS statement of work It is o r g d  on the basis of the 23 Phase I lrnplementation sub-tasks 

A. TASK 1: Assessment of Countemart Owanccatrons 

Task 1.1. Outlme Legai Framework Constramts 
The contractor provided project-wde assistance m analyzing Presidential Decree (PD) 28111995, issued 
comcident wth Project start-up J?D 281 estabhshed pubhc econormc wlww authorities (PEAS) m seven 
provmaal governates, two of whch-Daqahhya and Aswan-are Project sites ] The Contractor i d e n ~ e d  
constrants (e g , &ifling and M-settmg restrictions) as well as opportututies (e g , revenue retention) 
The SCPIIDS design did not formally anticipate the exrstence of PD 281 as a guidepost for autonomous 
uthty operabons m some governorates In spite of the Inherent constramts, therefore, the Decree 
somewhat clarified certam actlons r e q u d  under thrs task 

In non-PEA areas (Luxor, South Sma) and wth its IDS partners, the Contractor dehvered key assistance 
to local Project counterpart orgafluabons and vanous central agencies, m analyzmg and 1dent-g the 
means by whch these uthties could achreve autonomy, mcludmg 

traversmg the local and central GOE approvals cham 
mafntmmg a stream of official correspondence fiom the local admstration to the Mitllstry of Local 
A h  strabon 
producing a report on achtevements of the PD 281 authorities 
prepanng of a dossier of mtergovernmental correspondence on mcorporation~consohdation 
communtcatmg findmgs fiom a USAID-sponsored semar  (December 1996) on uthty regulation 
stagmg a wdely-attended national semar on private-sector participation (PSP) m June 1997, 
explauung, among other mstitutional issues, legal constramts and opportumbes 
conductmg prelunmary legal feasibhty analyses wth advice on enabhg legslation for uthty 
concession arrangements 

Task 1.2. Outlrne Ways to Strengthen Utlhty Management Capabl~ty; Tramng Needs Assessment 
The Wtut~onal Development Servlces (IDS) trammg effort began wth a general t r m g  needs 
assessment, resultmg m a clear conclusion that slulls were so low that uutial formahzed testmg of slulls 
would not be appropriate 

The Contractor's dehverable, entitled " T r m g  Plan Report," presented assessments of all Task 1 2 
requirements, mcludmg a thorough rewew of m-country trauung course offemgs fiom NOPWASD and 
fiom other uthbes A few management courses offered by NOPWASD were considered useful for Project 
counterpart parhcipation Some local GOE offiaals informed the Evaluabon Team that the Damanhour 
Trauung Center @TC) offemgs were deemed unsuitable for Project use because of the "hands-on" nature 
of the IDS t r m g  strategy Nevertheless, much useful course material was obtamed fiom DTC and 
modlfied for use m Contractor-prowded governorate Trammg Centers 

Whde twmmg and other U S -based trammg experiences were mvestigated, the Contractor chose to 
postpone such "cost-mtensive" considerabons for later m the Project 
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Task 1.3. Automation of Management Systems 
A MIS is essenttal to provlde current and projected data and dormation on water flow, revenue, expenses, 
salaries, etc (1 e , all data requlred for an effective management deciaon-makmg capabhty) The 
Contractor has uutiated the design and operabon of a functionmg MIS umt m each of the four locations 
South S w ,  Luxor, Aswan and Mansura The Contractor has dehvered appropnate trauung to MIS staff 
Personal computers (PCs), usmg the MS-DOS operatmg system, and associated software procured by the 
Contractor have a normal half-Itfe of 2 years The software and hardware were acqulred over two years 
ago, and therefore do not reflect current norms (1 e , P2/400rnh computers, wth Wmdows 98 and MS 
Office 2000 surte, u k g  htgh-resolution display and laser jet prmters) Nonetheless, the exlstmg 
equipment quite adequately meets the foreseeable pmary needs of the project The PC's all have budt-m 
modems to fachtate commumcabons among offices 

None of the current MIS offices have telecommunrcation ports, and network capabhties have not been 
estabhshed Whde MIS departments are fbnctiomg well, there is currently no capacity for electromc data 
s h m g  among Merent offices wthm each orgamation For example, laboratory data is dehvered "on 
paper" to MIS M, who then key m that data Substantial benefits can be gamed fiom a data s h m g  
system mcludmg unproved reportmg, trackmg of results, efficiency, management control and productivity 
Phase II should d u d e  an mvestigation mto an appropnate automated data sharrng solution Such a course 
of actron would be the log~cal next step m system upgradmg 

Recommendatton 
Prowde techcal assistance (TA) early m Phase II to assess the current and future benefits and 
feasibtltty of mter-departmental data-shanng systems 

Task 1.4. Upgrade Fmancial Control Systems 
The Contractor has been fachtatmg the gradual computemation of mtical financial functions mcludmg 
payroll, revenue, accountmg, procurement and stores Not all functions are yet automated at all locations, 
but the Contractor has effected s~gnrficant progress along a reasonable path The Contractor provlded 
background support for the managers and specdic financial and accountmg tramng for the staff to create 
an operational financial group All accountmg systems are eventually to conform to the Egyptian Standard 
Accountmg (commercial) system By the end of Phase I, commercial accountmg had been implemented m 
Daqahhya and Aswan The Luxor and South S m  uttltties estimated that conversion fiom "shadow 
accountmg" usmg the GOE system would occur by July 1999 and January 2000, respectively 

Task 1.5. Ident~fy Systems Requlred to Ach~eve Fmanaal V~ablhty 
The Contractor identdied a budget process and method of mstitutionahmg the procedures and elements of 
a budget m Daqahhya, Aswan and Luxor In South Smsu, trauung m budgetmg was provlded 

Formal revenue-reqwements and cost-of-semce studies ( w t h  10% accuracy for each uthty) did not 
appear to be prepared The Contractor did perform, however, p r e h a r y  O&M cost recovery pncrng 
studies for all seven cities 

In addition, wth its IDS partners, the Contractor conducted a more detded tarrff study for capital cost 
recovery m a pubhc-pnvate partnershp m Luxor City Formal tarrffstudies were not conducted for other 
sites (Full cost and rate studies are scheduled for Aswan m Year 5 and other cities m Year 6 ) 

Alternattve revenue sources were researched m Kom Ombo (Aswan) and Mansura (e g , metenng and 
connection fees ) 
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Task 1 6. Inventory Control and Stores Management 
The Contractor found procurement, mventory control, and stores management pradces at Project start-up 
to be extremely haphazard and mefficient The Contractor has helped the mtial random collect~on of 
stores and mventory control to move toward a cornputerrzed system, but ths has not been unplemented at 
all locabom After discuss~on mth counterparts, it was detemed that the best approach toward 
automabon would be to rtlally develop an mtermediate Cardex system, which has been unplemented at all 
sites The Contractor regards th~s achevement as a major step m the Inventory management program 
towards developmg a utllform database, whch at ths tune is not a hlgh pnorrty 

Task 1.7. Improved Organizat~onal Effectweness 
The Contractor revlewed the pre-project, h a y  centraked mstitutronal fiamework m whch local utllrties 
are hstoncally embedded, emphasmng the fact that such enbties have no organmtional identity m the 
promaal admmstr&ons, and therefore no authonty or pubhc responsib&ty The Contractor analyzed the 
uutid orgamzahon blueprints of the Central Agency for Orgatuzation and Admuustration (CAOA) for 
PEAs as rephcates of the highly centralmd model The Contractor identrfied the need of a modenuzed 
uaty to mcorporate more specialmd organtzation at the local level The Contractor assisted m m o b h g  
local CAOA offices to lobby for decentrahzation, based on the p m p l e  of provldmg assured semce 

Task 1.8. Management Pollcles and Procedures 
Followrng achevements under Task 1 7 above and wth its IDS partners, the Contractor helped to effect 
rapid progress m comprehensive and detded orgatuzational design and s t f i g  plans at PEA divlsion and 
headquarters levels (Daqahhya and Aswan) These plans were estabhshed as benchmarks Manpower 
adjustment strateges (mcludmg Luxor as well) were also set as benchmarks The Contractor helped to 
prepare an organmuon plan for South Slnzu wth staffing reqillrements for the headquarters and 
management-level job descnphons The Contractor also assisted m dramg mtemal personnel pohcies and 
regulations (another benchmark) that mtroduced performance standards and creative approaches to PEA 
constmnts Dunng Year 1, the Contractor helped to prepare a t r m g  needs assessment plan, and m Year 
2, a manual of twenty tramng admuustratwe procedures (TAPS), estabhshmg an mternal assessment 
system 

Task 1.9. Draft Systems Management Act~on Plan 
All draft actton plans provldmg detaded recommendations and procedures for uthty conversion were 
completed dumg the first project year, 1 e , by the second half of FY95/96 In addhon to ths dehverable, 
strategc planmg concepts were mtroduced and mssion statements i d e n ~ e d  Capital plans were 
prepared for Daqahhya and Aswan Busmess plans for Daqahhya, Aswan, and Luxor (mcludmg a capital 
plan for Luxor) rematned to be identrfied 

B TASK 2. Pre~aration of Act~on Plans 

Task 2.1. Develop Benchmarks toward Ach~evmg Autonomy and Cost Recovery 
The Contractor designed and unplemented a senes of benchmark quantitatwe mdicators to measure the 
progress of Project uthties m moving fiom start-up status levels to acheving mdependence The 
benchmarks are avdable for all seven cities on a quarterly and annual basis 

Task 2.2. Framework for Legal, Polrcy, and Inst~tut~ond Reform 
The PEA fiamework was identdied as an unportant benchmark for utllrty sustamabd~ty m relevant Project 
locations 
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To promote the consohdabon of uthty actwbes m non-PEA areas (South S m ,  Luxor), the Contractor, 
mth its IDS partners, helped to dehver key assistance to local Project counterpart organrzations and 
vmous central agenaes, m 

semg the man mstitubonal benchmark as formabon of a governorate uthty department by governor's 
decree m South S m  
conductmg a March 1998 workshop (Luxor) that developed a request to the Pnme Mhster for PSP 
plan approval, estabhshed as a USAD benchmark of "substantla1 progress" 
estabhshtng transibon management comrmttees m all Project governorates 
estabhshtng the SCP Steemg Comrmttee and enlargmg its stakeholder membershtp 
m o b h g  the offiaal support of the SCP Steemg Comm~ttee for mcorporabon 
m o b h g  the support of MHPU/NOPWASD and MOP 

Task 2.3. Flnalrze Tmnmg Plan 
T m m g  plan preparation has been a cooperabve effort between the IDS Project stafT(trammg and 
techrucal) and counterpart managers, resultmg m Annual Trarntng Plans, updated quarterly, based on 
pnonty Project mplementabon needs 

Task 2.4. Approval of the Action Plans 
On the basls of draft amon plans completed dumg the Year 1 of the IDS Project, Fmal Action Plans were 
prepared PlLS were co-signed specwg  SIX CPs each for Aswan, Daqahhya, and Luxor The Action 
Plans also contiillled, respectively, 27,28 and 27 benchmarks that the Contractor assisted m prepmg An 
Actton Plan was also completed for South Smiu dumg Year 1, but the PIL was not signed by the governor 
for several reasons, some of whlch related to the capital works component of the SCP The South Slna 
Amon Plan was eventually approved dumg Year 3 and specdied 25 benchmarks, whlch mcluded 8 CPs 

C TASK 3: Im~lementation of Act~on Plan Reforms 

Task 3.1. Legal Framework 
Project Tasks 1 1 and 2 2, assisted by the contractor, enhvened the pubhc debate over legal and regulatory 
reform of the sector The pmcipal constramts identdied by the SCP mth CI assistance requre sufficient 
attenbon as to just@ a sigdicant parallel effort through another project The responsibhty for draftmg of 
appropnate legal documents to fachtate the transibon to autonomy of wlww utht~es through sector 
reform has been assumed by the USAIDEgypt Legal and Inst~tutional Reform (Lm) task order for Legal 
and Regulatory Development of the WatertWastewater Sector 

Task 3.2. Management Tramng 
In the effort to maxmze overall uthty cost samgs, the Contractor developed a Trauung Plan m Phase I 
that largely focused on on-the-job tramng (OJT) m the use of leak detection equipment, sewer cleamng, 
meter repau, stores management, laboratory equipment supphed by the Project, and MIS and accountmg 
systems Phase 11 tramng needs will be pnont~ed usmg more sophtsticated methodologes such as 
costhenefit analysis (1 e , cost of tramng vs cost samgs to the uthty), reflectmg the Phase 11 emphasis on 
sustalnabhty 

Professional development opportumties were prowded through management trauung gven to sentor staff, 
both by the Contractor and through selected courses offered by NOPWASD In addition, key managers 
attended appropnate workshops avdable m-country, as well as one m Tumsia 
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As per the trammg model unplemented by the Contractor, Level 1 (questlomatre responses of the tramees 
and mstructor gathered at the end of the course) and Level 2 (testmg by the mstructor) evaluations have 
been routmely performed d m g  trammg, whde Level 3 (measure of workplace knowledge and slulls 
transfer) wdl commence shortly A Proje~t-generated report produced m June 1998, entitled "SCP/IDS 
Trammg for Results Report," prowded an analysis of Level 1 and 2 results Although the data were 
somewhat sketchy, the conclusions were us&l m modlfjlng the Project's trammg 

Task 33. Inventory Control and Stores Management 
htrally, the Contractor developed one store m each uthty as a pdot store at the water treatment plants m 
Mansura and Kom Ombo, and at the water and wastewater treatment plants m Luxor (Note A pdot 
store was not developed for South S m  mce semce contractors provlde mamtenance ) The program 
mvolved ate selectron, ate preparatron, furtllshmg, parts cleanmg, shelvmg, parts classtficabon, and 
recordmg The Contractor then rntroduced on-the-job t r m g  to apply fiilly and Implement the Cardex 
Inventory Management System 

Once the pdot store was M y  funmod under the Cardex system, each uthty was encowaged to 
implement the same system itselfm the conversion of remammg stores, as apphcable, wth the Contractor 
prowdmg guidance only as needed After all the stores are converted, the Contractor d tram and ass~st 
the counterparts m developmg a codmg system toward the eventual completion of an automated Inventory 
Management System rntegrated wrth the uthty's Financial Accountmg System 

Benchmarks achleved 
Completron and efficient use of a pdot store and mventory control system m each uthty 
Trammg of store managers m all utht~es on basic stores management 

Recommendation 
Encourage the uthties to request the Muustry of Flll~ince to accept thew new system of record-keepmg 
so that the storekeepers can elmmate the Muustry's reqwement to mamtam a separate ledger 

Task 3.4. Management Systems 
With its IDS partners, the Contractor has designed and unplemented an MIS ready to prowde a wde range 
of data and mformation reqwed for tunely decision m h g  Each location has a designated MIS staff of 
four and a supervisor, wth associated computer hardware and software to meet most requuements The 
teams were generally well trmed by the Contractor, beyond the current management requuernents, and 
were anxlous to acquue the latest level of computer hardwadsoftware to respond more effectwely to 
mqwes Some of the staappeared to be under-uthed, and dependent for tasks on one chent -- semor 
management The data and mformation could be a valuable asset to others m the organtzation 

Project uthty management ehbits dflerent levels of utllrzation of MIS reportmg capabhties The South 
Sum MIS umt does not yet have cost center data to produce "real" reports for management, theu 
approach has been to develop "shadow reportsy' as a trammg exercise, whde management contmues to use 
manually produced reports (On the other hand, m Aswan, the Secretary General of the Governorate-an 
ardent supporter of the IDS program--mamtams an active file of MIS-produced reports for h s  use ) 

Recommendations 
Expand the comrmtment to use MIS lnformation (reports, tables, charts, etc ) for management 
deasion-makmg 
Explore ways m whch to make MIS lnformation more accessible and useful for other (non-semor 
management) &and departments who requlre current and relrable data (see Task 1 3) 
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Task 3.5 F~nancd Control Systems 
All computer hardwardsofhvare systems appear to be operatmg as designed Irnplementabon tunes vmed 
by locabon, however Delays m unplementation did not constram operations and each office acqulred 
sMs w t h  a tune and procedure appropriate for the staff The mbal schedule was designed as an 
mdcabve tune period wth flexlbhty m the operabonal schedule 

A financlal chart of accounts confornmg to the Egyptian Unrfied Accountmg System was to be developed 
and unplemented at each location Accordmg to the information prowded, thts is now operational, 
although there have been some constramts on usmg the data, and parallel systems are operatmg untd the 
management has the confidence to s M  to the new c o m p u t e d  systems 

Task 3.6. Fmanaal V~abd~ty 
For all locabons, the Contractor helped prepare a budget framework wth its IDS partners Each location 
is usmg the budget fiamework wth dfletmg levels of support or appkcahon At rrrrmmum, a shadow 
budget 1s operatxonal wth the staE developmg the forecasts and traclung expenses Management 
confidence m the procedure vanes by location, however 

Task 3.7. Management Reform: Structure, Pohcies, and Procedures 
With Contractor assistance, orgamzation and s t f i g  plans, both key benchmarks cited as CPs, were 
unplemented dumg Phase I m Daqahhya, Aswan, and South S~nsu Those benchmarks for Luxor were on 
hold due to changes m the approach taken by the City Councd when PEA authorization was foreclosed at 
the national level Luxor's two plans were formahzed, however, at the tune of ths evaluation Manpower 
adjustment strategres remamed m progress m all relevant s~tes, whch exclude South Smsu Personnel 
pohcies and regulabons benchmarks were compIeted m Aswan and Daqahhya 

Task 3 8. Internal Momtoring and Evaluat~on (mcludmg Health Impact data) 
The Contractor's design work m corporatehtrategc plannmg (a benchmark) mcluded development of a 
model corporate plan Strategic p l m g  concepts apphed m the Project's quarterly management meetmgs 
wth the governorates have generated several programs A formal strategc plantllng process was mtiated 
m South S m  dumg Phase I In addltlion, PEA department and section managers have been trmed m 
p l m g  unprovement programs usmg logcal fiamework analysis 

MIS acttwties have mcluded the preparation of techcal, economc and financlal data for some 
enwonmental health mdicators The contractor, however, has not developed a health unpact component 
that would assess, for example 1) the need for a health education actmty and 2) the importance of 
coordmated p l m g  of wfww semces so as to rrrrmmtze potential adverse unpacts of mcreased demand 
for ww collection, treatment, and hsposal (Ths issue is drarnatlzed by case m pomt m ths project, 1 e , 
Kom Ombo Here, the chef of the city councd reported that consumers pay up to LE 75 per month for up 
to three evacuatrons of domestic septic tanks Some commercd buddmgs have closed down because the 
cost of vmum truck semce exceeds the Income from the buddmg ) 

Recommendation 
Fast-track the design and mplementabon of the health unpact component 

D. TASK 4. Consumer Education Propram 

8 The Contractor produced an Actron Plan for customer relations and pubhc education programs The 
Contractor has not yet unplemented formal consumer education programs m each uthty, however Several 
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pdot mtervenbons have been unplemented, mcludmg a TV spot on Channels 6 and 8, radio and television 
mtemew participation, several bnefing meetmgdworkshops for women's leaders m Mansura, for schools 
m Aswan and Daqahhya, and for elected officials m Luxor and Aswan The Contractor has also fwhtated 
several school tours of w/ww treatment plants m Luxor, Aswan, and Mansura Counterpart staff have 
been recently appomted m all uthhes, and, wth its IDS partners, the Contractor has produced several draft 
reports, whch the evaluatron team remewed and found to be comprehensive The approach features a 
hands-on workbook-type methodology, whch wdl fwhtate ease of use and Contractor momtomg 

Recommendations 
Rephcate senmars for women's groups m Aswan, Luxor, and South S m  
Encourage the formatron of smgle-issue "enwonmental" non-governmental organuahons (NGOs) m 
project crtres (At present, NGOs often adopt enwonmental Issues as a mmor part of ther actimties, 
but members that are enwonmentally onented may respond posrtively to the formation of a smgle 
issue NGO ) 

E. TASK 5. Procurement of Proiect Eaumment and Matenals 

Contractor procurement mcluded computer hardware and software, all t r m g  center and pdot stores 
requlrements, requrements for the model Kom Ombo Customer Servlce Center, hmshmgs for the Luxor 
water meter repar shop, pdot leak detemon equipment, sewer cleamg equipment, and laboratory 
equipment Except for bulk metemg, 10 PCs, and 3 servers, the Contractor procured all Phase I items as 
per the Amon Plans Responslbhty for SCP bulk meter procurement was transferred dumg Phase I to the 
ED/CM contractor Delay m bulk meter procurement has prevented Project-mde progress m accurately 
measumg unaccounted-for-water 0, whch m turn has unpacted progress m key semce dehvery and 
cost-recovery considerations The Phase I1 procurement plan has been negotrated mth the USAID project 
office and awatts hrther mternal USAID approvals 

Recommendation 
The Contractor and USAID should m t a m  close coordmation to promde timely procurement of 
equipment Flexlbhty should be mamtmed to take advantage of rapidly changmg technologes, as well 
as m changmgladdmg requlred equipment that may be identrfied on a case-by-case basis as a result of 
Project achievements 
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CHAPTER I IL  LOCAL UTElTES RESPONSE TO THE INSTITUTIONAL DEVELOPMENT 
SERVICES PROJECT: FINDINGS AND RECOMMENDATIONS 

The emphasis m chapter is on the response of the local uthties to the In&tutional Development 
Servlces (IDS) Project mputs It is o r g d  on the basis of Chapter 1, B, 1-5 (Scope of Work for the 
Intern Evaluation) 

A. Examine the effecbveness and remonsrveness of the seven crties wrth regard to the ~olrcv 
recommendat~ons and action ~ l a n s  develo~ed by the ~ro~ect .  

In all cases, the Project has worked m a partnership wth the cities to address the pnonties of the uthtres 
With few exceptions, the local uthty counterparts have responded very effectively and seriously to the 
pohcy recornmenda~ons developed cooperatively through workshops and other means 

By the end of Phase I (3 years), the seven cities (four governorates) had achieved the followmg status m 
meetmg &on Plan benchmarks 

Completed 1 20 
Total Benchmarks 

Aswan 
27 

Busmess Plan 

Underway 
Not htmted 

- - -  

Daqahlrya 
28 
18 
7 5 

Bulk Meters Indus Pretreat By- 
laws 

Bulk Meters 
Busmess Plan 

Incorporaaon 
Mnpwr Adjst Strat 
Pers PohciedRegs 

Bulk Meters 
F ~ e d  Asset Regstr 

Busmess Plan 
Ca~ltal Plan 

South Sinar 
25 

The seven cities are nomally responsive to the Act~on Plans and agree wth the pohcy recommendations 
Each manager mdicates that pohcy recommendations should be adopted, but legal and other governmental 
controls sometunes constram unplementation Daqahlrya and Aswan management appear to be especially 
responsive wthm the constramts unposed These PEAs represent some 76% of the total Project 
populatron of approximately 1 6 d o n  These two sites, moreover, represent "secondary city" quahties 
more wrdely s d a r  to the mqonty of the country and wdl prowde examples for successfiil transfer of 
Project achievements to other PEA areas The management at Mansura appears to be particularly 
cognuant of the problems, motivated, and optmstic 

Luxor and South Sma, on the other hand, have made unportant advances m developmg pnvate sector 
partmpaon (PSP) approaches These sites exhlbit tounst mdustnes that support the local econonues and 
prowde opportunities for both revenue enhancement and creative pnvate sector mvolvement m w/ww 
uthty services The route toward autonomy for Luxor and South Slniu has been less drect than for the 
PEAs, and Merent constramts have been faced W e  unplementation has not proceeded as quickly m 
some areas as wth the PEAs, Luxor and South S m  can themselves prowde examples of PSP alternatives 
potentrally transferable to PEA uthties 
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Flndrnps and Recommendatlons* 

MIS IS now operat~onal. 
Pnor to the IDS Project, reportmg systems m Egypt &d not provide dormation essenhal for management 
decisions Informahon on water production, revenue, salaries, and electrraty and other operatmg expenses 
was not avdable for decision malung at the uthty level At the tune of the evaluahon, each Project ate 
exhibited an operabonal MIS to support a capabhty for effectwe management decision-makmg Each unlt 
consists of a staff of four techntcally t rued data experts, an MIS Manager, and associated hardware and 
software for the umt The mdividuals have been trmed m MS Word, Excel and Access and the procedures 
for graphcal display of data The t r m g  provided has been effective and all MIS stafYappears to be 
competent m the &verse aspects of data collection, &splay, and presentahon A baselme database is 
avdable for all mtena reflectmg current and anticipated utrlrty performance Swappears to be more 
competent than the data-handhg requnements Thls may provide an opportumty for them to offer thm 
dormahon s e ~ c e s  on an mternal basis to other groups, data and mf'ormation are essential mgredlents m 
decision-malung, and the MIS group can assist other divisions m expeditious dormation development 

Recommendahon 
Encourage the MIS team to share then data, dormation and analysis skdls and s e ~ c e  r n t e d y  wth 
other u t s  at the uthty The avdabhty of a fin&omg MIS umt can fadtate malung mvestment, 
financial, and operating decisions for every &mion 

The financlal control system has been ldentlfied and upgraded. 
The financlal system m 1995 was the basic system adopted by the Mimstry of Flnance to cover all activities 
of the mwcipahties and governorates All costs were aggregated mto mumcipal accounts, whlch did not 
&stmgwsh between water, wastewater or other semces At the tune of the evaluation, an operational 
financial group had been created at each Project site CrrtrcaI financial fhnctions mcludmg payroll, revenue, 
accountmg, procurement and stores are on path to &ll cornputemahon Intermediate and well-mamtiuned 
systems, such as Cardex filrng for mventory control, have themselves provided major unprovernents at all 
relevant sltes Now, the recordmg of cash flows is movmg towards provldmg a real-tune, functional 
accountmg system by January 2000 The PEA cities have completed one budget cycle of then own 
accounts For those uthhes employmg the wfww department model (Luxor, South S m ) ,  "shadow 
accountmg" records the portion of the MHPU budget attlrbutable to the uthty In Luxor, the MHPU 1s 
itself usmg the shadow data developed by the uthty 

Bdlrng has been modernized and a functlonlng, and collections are ~mproving. 
Project-wtde, the b h g  system has advanced fiom manual mvoicmg based on a water consumphon 
e m a t e  or a meter readmg (Ifmeters are avdable) to one based on cornputenzed data entry and pmted 
mvoies for all governorates The c o m p u t e d  mvoices mclude both water and wastewater brlls on a 
consohdated statement, as well as a pubhc dormahodwater conservation note and contact pomt on the 
reverse Cornputenzed mvoices appear to have greater credibhty than the manual version and generate 
faster payment response and hlgher revenues The hardwardsoftware and tramng provided by the 
Contractor is appropnate for the requirements Although more advanced and faster computer 
hardwardsoftware is avadable, the speed of manual data mput for each consumer mvoice would h t  the 
need for faster computers, and the b h g  office would not benefit by acqumg more advanced equipment 

Collection efforts were poor at project mcephon Most consumers were mvoiced estimates of water use 
based on very low tanffrates The collection rate was mrnrmal wtth no penalty for non-payment The IDS 
program has unplemented an effectwe meter readmg and b h g  system at each location Meter installation 
has been lnrtiated m most residential areas and a bi-monthly procedure of meter readmg and brlllng has 
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been unplemented The bdl collector manually prowdes the mvoice to each consumer, who usually pays 
wthm a two-month penod pnor to the next mvoice Customer Semce centers (mcludmg one most 
recently estabhshed m Kom Ornbo) have been designed to clad$ mvoices and correct or adjust problems 
associated with the normal water dehvery system The new b h g  procedure is movlng fiom a test area m 
M a m  City to the greater Mansura area with anticipated unproved revenue 

On the other hand, Mher  necessary unprovements m collections re- to be achreved There was no 
reportmg of an agmg analysis of accounts receivable, or attempts to expedite payments m arrears Social 
pohcy may &&ate agmst shuttmg off water connecbons for non-payments of lower Income consumers 
Yet a revlew of the largest accounts delaylng or not paylng ther water mvoices lncludes toutrst 
estabhshments and government agencies Autonomous w/ww uthties may need to clan@ semce 
termmation pohcies, a common feature of other types of uthties such as electtrcity and telephone semces 

At h s  stage there are several potenbal procedures wluch can firther unprove the b h g  process and could 
be explored for Phase I1 One is the automated meter readmg system usmg a hand-held meter reader %s 
system perrmts the meter reader to dlrectly msert the current readmg on a hand held calculator/computer, 
whlch is then mr t ed  at the end of the day at the home office computer for automatic mvoicmg wthout 
fbrther data mput requuements Such a system can reduce transposition errors and expedite the data 
collection process, avoidmg two manual data entnes It could also address meter-reader staffing shortages 
at some locales, notmthstandmg excess staffing m some non-techntcal grades 

Recommendations 
Conduct a study to identlfil charactensbcs of payments m arrears 
hbate  a test cast to deterrmne rf hand-held meter readers wth automatic mvoicmg capabhbes unprove 
operations One or two sample hand calculators could be borrowed for a distnct m Mansura m order to 
compare the results mth the current standard manual meter readmg and collection system procedure 
The test devlces could be purchased lf the results are positive 
Expand the locabon and hours of the Customer Semce centers to pemt d ~ e c t  payment by a wder 
range of customers, who can not pay the collectors drectly 

Inventory controls and stores management IS movlng to systematic control 
The mhal random collemon of stores and mventory control is on a path toward a computerized system, 
but h s  has not been unplemented at all locations Uthty staE have responded well to the unplementation 
of an mtermdate Cardex system, whrch prowdes a staged approach to automabon In order to optmix 
fachty operations, ~t is essenhal that all stores and stockpdes eventually be systematically collected m a 
untform database The process has been slow at some locations, but the success of the Cardex system 
represents a quantum unprovement that meets current needs 

Recommendations 
The staged approach to automation dustrated by the Cardex system should serve as a model for non- 
SCP-assisted diwaons 
Procurement should be made flextble wth thls phasmg so as to ensure the benefit of rapid marketplace 
lnnovatrons (e g , rapid changes m computer hardware and software standards should be considered 
when detahg procurement specdications) 
The stores and stockpdes should be estabhshed on an operational database as soon as feasible for 
unproved control and pl-g 

Systems for rmproved operation and mamtenance are enhancing servlce del~very. 
Aaon plan goals m semce dehvery dumg Phase I were h t e d  to the development of two Annual O&M 
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Plans wth budgets and the lnstallabon of bulk water meters The provision of bulk water meters was 
subsequently traderred to the SCP EDKM Contractor In South Sma, the Phase I -on plan also 
called for the development of contractmg documents to be used for the first tune m July 1999 for  the^ 
servlce contractmg These benchmarks were met by all u ~ b e s  

A key element m the responsiveness and effectiveness of these cities m lmplementmg the Project's action 
plans is the excepbonal level of Contractor flexlbhty to meet the needs and special requests of these cities 

The followtng dustrates several of the more notable examples of responsiveness of the cities to service 

dehvery amwbes 
After complebon of the pdot store m Korn Ombo, the storekeeper, mthout Contractor assistance, 
prepared a nearby store for pipes and fittmgs 
City enpeers m Aswan and Mansura were able to prepare (wth only m o r  corrections) then annual 
O&M plan and budget mthout contractor assistance m the second year of Phase I 
Sophsticated graphc presentations of operational data are routmely prepared by the MIS section m 
Luxor, distributed m a tunely manner throughout the uthty, unprovlng the hchties operabon and 
emergency awareness by key managers (E g A hlgh BOD measurement fiom the WWTP duen t  
was hscovered w t h  one day, and correctwe action was able to be taken m a m l y  fashon ) 
Luxor, Aswan Group, and h u r a  routmely use laboratory tests to mod@ fachties operation, 
unprovlng operatmg efficiency and product water quahty 
At the request of Project cities, the Contractor advanced the scheduhg of then trauung m emergency 
operatmg procedures 

Recommendation 
The Contractor should -tam the same level of responsiveness to the s e ~ c e s  debvery needs of the 
aQes m Phase I1 as m Phase I 

Customer Servrces programs are seen as a cntrcal factor in revenue collectron 
Customer Servlces programs have been more active smce the Project has judged theu success to be a 
cntical factor m revenue collection The Korn Ombo Customer Semce Center has been operational for 
nearly one year, and has been developed as a pdot center for the Project Its effectweness is reflected by 
the Impressive mcreases m revenues collected by the uthty Also, all uthties have adopted the pmtmg of 
customer semce/awareness messages on the reverse side of water bills W e  GOE law allows for 
mcentives of up to 3% comssion for bill collectors, most uthties expressed a lack of personnel (both bdl 
collectors and meter readers) as a r e m m g  problem 

Benchmarks acheved 
Successll operabon of a pdot Customer Semce Center m Korn Ombo 
Adopbon of rncentives program m PEAS for bill collectors 
Sigmficant revenue mcreases m Korn Ombo and Mansura 
The addition of 1000 new customer connections smce Project start-up m Korn Ombo, largely 
attributable to the customer servlce center 

Recommendations 
Accelerate rephcabon of success~l Korn Ombo Customer Servlce Center m other Project cities 
Evaluate use of Customer S e ~ c e  Center m Korn Ombo for potential savmgs m staff use (Several 
vvlndows were obsemed to be under-used d m g  the two wsits to the Center ) 
Altemabve radio and/or telephomc commmcations systems should be compared and provlded to all 
project locattons to fachtate customer servlce, collections and O&M 
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B Del~neate ~roblems and constraints wh~ch have slowed or   re vented the tm~lementat~on of the 
recommended work ~ lans   resented bv the Contractor 

Flndmgs and Recommendat~ons- 

Lack of bulk meters have l~mited the abdlty to measure of rnfluents and effluents accurately. 
The transfer of authonty for the provlsion of bulk meters on fxhties fiom the SC/IDS Contractor to the 
SCP EDfCM Contractor (CDM) has delayed the abhty of all uthties to accurately measure then duents 
and effluents, whch is necessary to maxlrmze operational efficiency (mumme m-plant losses) and correct 
errors m flow estunation, obtm data for leak detectron m matns, and provlde data for peak flow estmates, 
whxh are necessary for emergency management and capital unprovements p l m g  These cntical data 
also have obvious unplrcatlons on operabonal cost sawngs (and therefore cost recovery), and may also be 
used to estunate large unmetered flows as well as gross dlegal connections and other unaccounted-for 
water 

The uncertarnty of common flow estunation techtuques is exempMed by an example fiom a recent 
DANIDA project m Aswan For a local water company, the governorate estimated annual produrnon of 
77 d o n  m3, based on fachty operatmg-hour records and pump deslgn capacities A d d e d  survey of 
actual operatmg hours yelded an estunate of 58 d o n  m3 for the same fachty A subsequent enpeenng 
evaluabon based on an msp-on of plant equipment itself concluded that actual production did not exceed 
27 d o n  m3 

Recommendations 
The Contractor and USAID should coordmate closely vvlth CDM to speed bulk meter mstallations at 
all sites 
S e ~ c e  meters and the estabhshment of meter reparr hchties should be fachtated for all unequipped 
sites as soon as possible 

Lack of leak detect~on equ~pment has compromrsed capabdlt~es for solvmg UfW problems 
W e  the Project provided leak detedon equipment for each uthty for pdot operation, ths equipment is 
only effective at depths up to one meter and where pressures are slgmficant Thetr apphcatlon has thus 
been largely h t e d  to rehabhtatmg m c e  connections and locatmg buned manhole covers In the West 
Distnct of Mansura, where thew use has been most comprehens~ve (all semce connections have been 
tested at least once), estunates are that only two percent of total system leaks have been detected 

Recommendation 
The leak detection equipment scheduled for Phase II procurement should be fast-tracked for dehvery 
and use, begmnmg m Mansura 

Admmrstratme, techn~cal challenges have delayed progress in South Sinal 
In South S m ,  a two-year delay m governorate co-signature on the project unplementation letter (PL) 
delayed unplementabon on a tunely draft Action Plan prepared by the contractor Ths delay m part related 
to the capital works component of the Project The new governor requested PIL changes that more 
accurately reflect a pnvate sector partlcipatlon approach, and the Contractor is now klly engaged m 
Project actiwties 

Project implementation m South S m  has also been hmdered due to the complex ownershp and 
responslbhty relabonshtps m the provlsion of water and wastewater servlces m the Project aties, the poor 
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present condoon of the semce networks, and the paucity of operational water meters The utrlrty does 
not currently possess the capabrlrty to adequately momtor pnvate sector performance on O&M contracts 
On-the-)& tr-g m the use of leak detection equipment prowded m Phase I cannot be effective m 
Nuweiba smce the network's pressure is not sufficient for accurate measurements 

Recommendations 
The Contractor should prowde adhtional t r m g  m contractmg and contract supervision, particularly 
for system operation and mmtenance 
As stated m an earher recommendation, estabhsh meter repau fachties and prov~dehstall servlce 
meters m South SIN upon Phase 11 procurement 

GOE pol~cy decisions, lack of central physical locat~on, affected progress ~n Luxor 
In Luxor, whlch was not mcluded m P D 281, certam key benchmarks were attamed quickly Delay m a 
decision on mcorporaoon by central GOE authonoes slowed unplementation, however Further, the city 
councd took an innovative approach to PSP concession tender, whch nevertheless also mtroduced delays 
because of the umque path required to develop the final Action Plan On the other hand, the evaluation 
team regards thls delay as inconsequential m bght of the demonstration effect prowded by the PSP 
approach 

Another delay unpactmg full unplementabon of management and organnation plans m Luxor is the absence 
of an adequate central physical structure consohdatmg all h c t ~ o n s  of the nascent uthty 

Recommendation 
A central physical structure consohdatmg all pmcipal functions of the Luxor uthty should be prowded 
as soon as possible 

Staffing challenges are a key constra~nt 
The dficulty of recmtmg key personnel has been and contmues to be a challenge to more effective utrlrty 
management Some sltes are overstaffed wth low-skilled personnel (e g Mansura and Aswan), wlule at the 
same tune there is a shortage m key positions, such as engmeermg and accountmg The daculty of 
obtarntng GOE approvals requred for new positions remams an obstacle (see Section C) 

Whde not significantly affectmg Phase I mplementation sequences, a present shortage of quahfied civd 
enpeers and s u e d  laborers m Luxor, Aswan headquarters, and the Aswan Group cities must be 
addressed to fill the Project's more mtensive needs dung  Phase 11 Also, Aswan Group has only two 
chemsts for the two erustmg laboratones and the new laboratory at the new Fatera WTP that is scheduled 
to be turned over fiom NOPWASD to Kom Ombo Diwsion m June 1999 

Implementation of m o n  plans d contmue to lag m South S m  untll the cntical lack of key personnel is 
addressed The most obvlous constrmt throughout is the ddEculty m recruitmg slulled managers and 
techmcians to fill key positions m Project organnation plans For example, after several years of Project 
mplementation, Sham el Shed& only has one enpeer m the uthty, and he is not even avdable full-tune 
for the Project Also, the General Manager, n m g  retnement, as well as the HQ engmeemg managers 
are stdl mamtauung  the^ former positions w i t h  other governorate dnectorates 

The Project's emphasis on revenue collection is dnvmg personnel shortages for bdl collectors and meter 
readers m all Project uthbes 
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Recommendations 
Review and revise s t f f i g  plans to concentrate resources on areas of key personnel where shortages 
currently east 
Proactively urge the GOE to expedite approval of new poslbons and financmg m key personnel areas 
(See Secbon C ) 
Explore unagmative Incentive programs to attract qualtfied personnel 
Seek ways to maxume productivity of under-uthd staEm creative ways wthm the orgarmation (at 
least one uthty, Mansura, is successfilly domg thts), or even outside the organnation, such as s e h g  
marketable slulls (e g , MIS, t r m g  and laboratory semces) to non-Project uthtres 

Capital shortages Impact operahon and marntenance needs 
Another constramt on Project unplementatron m all uthties is the contmued shortfall of fbnds available to 
the uthties An example is the mabhty of the stores to purchase sufficient spare parts to meet the O&M 
needs identdied m Project-generated Annual O&M Plans Another example is that although an assessment 
identdied several safety unprovements reqwed at compact water treatment umts under the management of 
the Aswan Group, h d s  were not p n o n W  for thls need 

Fmally, the WWTP m Mansura, bulk by NOPWASD pnor to Project start-up, has yet to be turned over to 
the Daqahhya uthty due to yearly dsputes between the local utd~ty and NOPWASD on the condition of 
the fachty Thls delay has hmdered the Project unplementation of on-the-job trammg of O&M procedures 
for this facd~ty Presently, 29 uthty stafF are allowed only to momtor and observe the operation of th~s 
h h t y ,  whch has more than 50 correctwe mamtenance items pendmg 

C. Assess anv other constramts wrthln the GOE envrronment that m~tr~ate a~arnst ach~eving 
pverall Dro~ect obiectrves 

The Presidential Decrees, generally mcludmg 28111995, and other legal authonties present many 
constramts unpedmg the progress of project programs, such as 

Salanes and mcentwes are tied to the standard civd service scale 
Approval of the CAOA is necessary m any study for orgarmation, s t f i g ,  and job classfication, a 
Mcult  process r e q m g  hard negotiations and s1gdicant tune, m turn atXectmg personnel avdabhty 
Mhstry of Finance approval is reqwred for the fbndmg for new staffposihons 
Approval of the Cabmet is requned for rasmg domestic t a d s  
Lmted authomtion is p e n  m d h g  wth personnel management, whch is controlled by Law 
4711 978 

GOE envrronment constrarnts Impede the path to full financral vrablllty for PEAs 
Current legal provisions for PEAS do not prowde mechmsms for covenng the shortfill m revenue 
collection, fbnds formerly supphed by the MoF For example, government pohcy makes it ddlicult for 
PEAs to set tarrffs that reflect the economc or even financial cost of wlww semces As a result, PEAs are 
facmg a structural unpedunent to achlevmg 111 recovery of thew O&M costs 

As a result, ddliculties remam m iden-g sources for capital mvestment and covemg the deficit between 
revenues and operatmg costs 'Rus constramt has had a negahve lmpact on the abhty of plant managers to 
provide for effiaent operation and scheduled mamtenance developed m project-generated annual O&M 
plans Nascent PEAs are m the same situabon wth respect to capital financmg @ab III) for lunrted capital 
needs such as network extensions, rolhg stock etc 
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In h a  of fbll fieedom to set tadb, a transitronary penod dumg whtch PEAs were gven MoF support for 
low mterest loans and/or revenue support to cover shortfalls, would enable PEAs to meet the goals of 
q d t y  O&M and unproved service dehvery In that PEAs are faced wth wde challenges m estabhshmg 
Illy autonomous operations, theu potential success or growth would benefit signtficantly fiom ths grace 
penod Formal recogntbon of "transibonary status" should be sought through the office of the P m e  
Minrster 

Recommendabons 
Seek legal and pohcy approvals for more authonty to set tarrffs m governorates to recover greater 
pornon of costs 
Seek GOE approval for a controlled, five-year transitionary status fiom the tune of the estabhshment of 
a nonunally autonomous d t y  
Each PEA should develop and submt to the appropnate authorities a formal transition plan that 
provides an outhe of its proposed path for achlevmg fill O&M cost recovery 
Seek GOE approvals (MOP, MoF, and PM) for capital Investment grants andfor loans (at 
concessionary rates) to PEAs Also consider zero mterest loans for capital Investment dumg the 
transitionary penod Transibonal supplemental fbndmg should be provlded to PEAs pnor to full cost 
recovery attamment 

Pubhc service remuneration levels result In shortages of speciahed personnel 
The constramt of pubhc ciwl service salanes m comparison to pnvate remuneration can result m shortages 
of speaaked personnel wth appropnate quddications to fill management and techcal positions m the 
organuatlonal structure (e g , enpeers and accountants) Thts constramt is most acute m the sites at 
South Sum and Upper Egypt, and as a result these sites nsk not achevmg overall project objectives andor 
mplementation delays (noted m B ''StaIXng challenges") (However, lower demands m South S m  may 
call for reduced stafling m some areas, such as MIS ) 

Recommendations 
Glve more fieedom to w/ww uthties to overcome the constramts of Laws 47 and 26 (e g , enabhg 
uthtres to make personnel changes and adjust salmes wth mcentives and bonuses) 
Urge the CAOA to expedite approval of the organmtional structure and to help to finance stafF 
poslbons and bonuses 
It is suggested that the staff m e  be h t e d  and reduced m South Sma to only two each at the MIS, 
accountmg, b h g  and data analysis groups S d a r  scrutmy should be provlded for other locations m 
Upper Egypt 

Institutlond changeover in autbonty causes concerns for quality O&M 
A Qsagreement over the turnover of the exlstmg Mansura WWTP fiom NOPWASD to the project uthty 
has precluded the uthty fiom the control that would enable it to take responsibhty for operatmg and 
mamtammg fachties at its design levels Because of the disagreement, NOPWASD has operated and 
mamtamed the fachty under pnvate sector contract for several years, and comprehensive preventive 
mamtenance has suffered A recent ut&ty-contracted assessment itemued more than fifty defects, a findmg 
wth whch NOPWASD disagrees 

InsufEcient co-ordmatron between the EDICM project (or NOPWASD) and the IDS project results m lack 
of adequate tr811ll1lg of uthty enpeers dumg the construction and startup phases of new treatment plants 
Ths is a concern for the new Fatera WTP m Kom Ombo and the WWTP under constructron m Mansura 
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Recornmendahons 
Urge the MoHPU to asslst m the turnover of the WWTP m Mansura 
Better wordmatlon between EDKM project (or NOPWASD) and the IDS project would provlde 
unproved trammg, both dunng constnrctlon of new fachhes and first year of operatlon of new 
W h e s  
The Contractor should provlde the necessary extra level-of-effort to assure the continuous O&M of the 
new Fatera WTP (Kom Ombo) m the Aswan Group upon turn over fiom NOPWASD Trammg 
budgets for additional operators should also be made avadable to the Aswan Group Aswan PEA and 
NOPWASD should work cooperatwely to expedite fachbes turnover 

Delays m MoF d~sbursements impede qual~ty O&M 
The b s t r y  of F m c e  mamtams much influence on overall project progress Uthty managers depend on 
thls muustry for tmely subsi&es to operate and mamW theu fadties as per Project-prepared plans 
Delays m MoF dsbursements were reported frequently by uthty managers 

All budget h e  items must conform to MoF regulations Essential elements are regularly not approved by 
the MoF These elements mclude equipment (e g , telephone hes) cntical to the uthtles for routine and 
emergency communtcahons, and for commumcatlon among Project-supplied computers wthm the uthty 
The Aswan Group is m great need of communtcahon equipment, and Luxor also has shortages 

Recommendation 
Mitustry of F m c e  should be encouraged to show more flembhty to the needs of ths unportant 
Project The LIR task order output should help to solve ths problem for the uthties 

D. Assess the effectiveness of the two establrshed Publrc Economlc Authontres (PEA) In Aswan and 
Daaahlrva and ~ l a n s  to sustarn the water and wastewater faclrtres 

The Evaluabon Team cons~dered the effectweness and sustarnabhty of PEAs as demonstrated by 
decentrahed management, cost recovery, and unproved service dehvery (Ths analys~s does not preclude 
achevements m these areas by Luxor and South Sma, but rather is duectly responsive to the questlon ) 

Instrtutronal sustamablrty. Formal PEA autonomy faclrtates dynamrc decentralued management 
Whde the enabhg decree estabhshmg the autonomy of PEAs m Aswan and Daqahhya presented certam 
constramts to autonomous operatlon (e g , restnctlons on t a d f  settmg, stffig, and central budget 
subsidy), ~t also offered unproved lnstitutlonal fieedom Ths formal autonomy, supported by mssion 
statements, has allowed the uthttes to more easdy develop organtzat~onal ldentlty and morale The 
creatwe management and empowerment of staff that result have been a cntlcal mgredient to mcreasmg the 
slope of the trajectory to mtltuhonal, economc and technrcal s u s t d h t y  

The IDS program for PEAs also embodies a team concept, whlch has been a key element m theu success 
The team bnngs together local uthty staff, governorate political authontles, the donor, and the Contractor, 
wth central GOE support from the Project Steemg Comrmttee, to acheve the Project goals (This team 
concept also apphes to non-PEA approaches wthm the project ) 

Economic sustarnabdrty Utl~tres based on PEA models show greatest cost recovery 
Whde the PSP models, dlustrated by the Luxor and South Slna uthties, offer vahdity and opportumties m 
theu own nght, the uthtles based on the SCP/IDS-supported PEA model (Aswan and Daqahhya) have 
ehb~ ted  the fastest growth along the path to autonomy and s u s ~ a b h t y  dumg Phase I Thls is 
dlustrated by Year 2 approval of Action Plans and hlgher cost recovery percentages (see Annex F) 
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W e  the early years of the Project have faced uncertamty of fimdmg (see section C above), the strength of 
the PEAs leadershp and participation of st@ has nevertheless produced unagmative ways to generatelsave 
revenues for strategc operational needs 

Technical sustamabdity: Improved O&M 
The IDS team has lnstded the Project goal of techmcal sustamabhty very clearly to all uthties, even 
though most of the Project mtervenbons that wdl have dwect beanng on unproved s e ~ c e  dehvery issues, 
(e g , enhanced mfiastructure) are to be implemented fblly m Phase 11 One example of sustarnabhty 
already adopted is the value of preventatwe mamtenance, whtch has been camed out routmely m Aswan 
and Daqahhya, and has demonstrated samgs m operational down-tune 

Other Phase I accomphshments that bear on achewng sustamabhty of PEA faches mclude 
Counterpart development and use of annual O&M plans and budgets for N98/99 vvlth Contractor 
oversight only 
Counterpart rephcatton of pdot store m Kom Ombo (Aswan) wthout Contractor assistance 
Aswan Group and Mansura routmely use laboratory tests and MIS reports to mode  fachties 
operations, lmprovlng operatmg efficiency and product water quahty 

Recommendations 
Aswan and Daqahhya should host workshops for non SCP-asmsted PEAs These should mclude Beru 
Suet Fayoum, and Minya, all soon to receive support m the Middle Egypt project 
The IDS program should hornontally transfer m a p t i v e  sustmabhty proposals among all Project 
utilities, lncludmg non-PEA uthties 
Because the Luxor and South Sma utlltties (non-PEA entities) have only recently been estabhshed, 
USAID should re-evaluate thew progress wthm one to two years (1 e ,2000 or 2001) 

E. Evaluate the overall effectweness of the tralnlng: Dropram In achlevma ~ t s  ob~ectlve 

The tramng programs had two objectives 1) to mprove employee performance through the estabhshment 
of mternal tratnrng fhchties and programs, and 2) to estabhsh by Project completion a hnctional Tramng 
Department wthm the uthty whch wdl prowde a hlly-trmed uthty staffwhose performance supports the 
strategtc goals and mmmzes performance gaps The t r m g  programs also wdl mcorporate the followmg 
objectives m Phase II for lrnpromg management capabhties estabhsh effective management and 
supervision capabhbes and decrease the number of emergency problems m the uthties 

Dumg Phase I, Mly equipped Tramng Centers were estabhshed m each uthty In adhtion, each center 
has had a hll-tme trammg manager, and has conducted trammg courses for at least one year @etds of 
some of the mam t m m g  actiwties conducted m Phase I are presented m Chapter 11 ) Except for semor 
management trammg, the amount of t r m g  meets the ll~lfndate needs of current staff Consideration 
should be gven to attrrtion, however, and additional personnel should be trmed for key positions 

Whde the trammg programs are only m thew mfancy, ther focus has already closely followed the above 
overall objectives For example, the tr-g courses gwen m Phase I p d y  focused on the early 
Project/uthty strategc goal of cost recovery through t r m g  m MIS, cost accountmg, leak detection, 
meter rep= laboratory testmg, and general fachties O&M -- those actiwties that wdl prowde early cost 
sawngs for the uthty 
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All tmnmg managers have been carefully chosen All have enthusiastically embraced the goals of the 
Project and have a clear understandmg of then crrttcal roles m the Project and the uthty The t r m g  
manager m South S m  has demonstrated exceptional zeal, conductmg regular and actwe Trammg 
Comrmttee sessions and proposmg the sohcitation of outside trmees to attend trauung sessions on a fee 
b a s  

Although the unplementation of formahmi tramee on-the-job follow-up evaluations (Level 3) are 
scheduled to begm m the next year, all t r m g  managers have been informally followtng up thew trmees 
These follow-ups should also mclude an evaluation W e r  downstream of course complebon date (e g , 
one year) On-the-job performance of these trmees was uruformly reported by thm supemsors to be 
slgdicantly unproved due to the trauung actiwties C e d y ,  the successfbl on-the-job use of techntcal 
and reportmg slulls that were prowded by t r m g  is demonstrated by the effectiveness of the leak 
det-on program, the sewer cleamg program, the meter reparr program (m Luxor), the development and 
routme use of Annual O&M Plans, the development and use of the pdot stores (and then rephcatron m 
Kom Ombo), the efficient operation of laboratones, MIS departments (and then coordmated efforts wth 
the laboratones and other departments m cychg data mto usefbl management tools), accountmg 
departments and b h g  centers, among others 

Plans for Phase 11 t r m g  actiwties are comprehensive, both m provisions for sWtechcal  and for 
mddle/semor management t r m g  tracks Also, dumg Phase I1 unplementation the fbll evaluation cycle 
d be apphed to assure contmuous feedback to mantam optunum strategc use of trauung course 
offemgs and thm quality In th~s vem, the T r m g  Comttees are mtlcal m m f o m g  uthty managers 
of course offemgs and m pnontmng t r m g  scheduhg to corporate strategc needs 

Phase 11 upper management trammg d be largely rotated among the four governorate offices, brmgmg 
together all these staff at a smgle venue, and will focus on slulls that are particularly relevant to 
autonomous enbties such as cornmumcabon wth outside authonties and the pnvate sector and stress 
management 

Key benchmarks acheved by the Project m trauung may be s u m m d  as follows 
All governorate-level T r m g  Centers have been estabhshed, h s h e d ,  equipped, adequately staffed, 
and have been lmplementmg usefbl t r m g  sessions for at least one year 
Vedcabon of the benefit of Project trauung has been acheved by the enthusiastic response of 
managers and supemsors to tmnees' unproved on-the-job performance, dlrectly resultmg m unproved 
operabon and cost savlngs 
Nearly complete total mtegrabon of utd~ty trauung efforts has been acheved mce the T r m g  Centers 
are mewed as a key part of the "corporate f d y  " 

Recommendations 
Extend the Project t r m g  model, m whch t r m g  IS closely mtegrated wth implementation and 
hghly flexlble m meetmg specdic uthty development needs Thls extension should account for 
attnbon It could also take the form of more mtensive t r m g  of tramers (TOT) component, whlch 
rmght then provlde the opportumty for Project uthties to market trammg semces to non-project 
uthbes that develop autonomy strateges 
Promde more semor management t r m g ,  considemg the planned Phase II mtensity as a rmtllmum 
level 
Add a level of trauung assessment scheduled for 6-12 months fiom the course date 
To complete the mtegratron of t r m g  efforts wthin the uthty, the Trammg Comttee  must become 
operabonal m Aswan, Luxor, and Daqahliya Whde presently the Contractor has suggested that ths 
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Comttee  meet sem-annually, it may be more benefiaal to meet quarterly to correspond wth the 
quarterly cycle of Annual Trauung Plan revlews 
Explore opportumbes to rnwte pnvate sector and other regonal uthties to provlde tramees on a fee- 
basis to unprove economc sustamabhty, as is bemg proposed by the trammg manager m South S m  
Off-shore trauung experiences, rncludmg tvvmnmg-We arrangements, lf deemed usefbl, should be 
postponed to the last years of the Project Th~s would assure the most efficient use of managers' tune 
through contmued m-country trammg prowded by the high-acheving, rntegrated Contractor- 
counterpart trammg needs assessment system 
The Contractor should explore magmatwe solutions to the pressmg need of the governorate-based 
uthties to provlde tmmng to then non-Project Divisions For ths purpose, once DANIDA's parallel 
project m Edfb and Aswan cibes is re-started, lessons can be learned from trammg efficiencies among 
dtfferent Divrslons 
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CHAPTER IV. MAJOR CONCLUSIONS AND RECOMMENDATIONS 

A. PERFORMANCE THROUGH IMPLEMENTATION PHASE I 

1. General 

Overall performance of the Project is considered very good, mth substantial progress bemg made toward 
meetmg the mdwdual project objecttves At the end of Phase I m June 1998, three of the four Project 
governorates had acheved all precedent conditions and PILs were signed, enablmg construction activities 
to begm Elghty-eight percent of all key benchmarks had been acheved at that tune By the tune of ths 
evaluation (Apnl1999), all project sites had l l ly met theu CP targets The evaluation team beheves that 
the parhapatmg uthties have come a long way fiom where they atld the rest of the sector stood at Project 
mceppbon Qdtative and sigdcant changes have occurred m key areas central to the development of 
autonomous entities These areas mclude organmition and s t f i g ,  finance and admstration, operations 
and mmtenance, management systems, and tramng Particularly unpressive progress has been acheved 
m revenue retention In companson to non-Project sites -- sometunes contiguous governorates wth 
s d a r  condibons facmg the wlww sector - the parhcipatmg uthdes show marked differences and m some 
cases present as objects of envy 

Nonetheless, much stdl remams to be done m order to meet one of the key objectives of the IDS Project by 
the EOP - 111 and sustmable recovery of operation and mamtenance costs Whde the trqectory of the 
revenue-to-cost rabo appears f?om lmted data to follow an upward path at all sites, techcal, legal, and 
soaal changes wdl be requued to s u m  the sigdicant progress already acheved Inter aha, these factors 
mclude unproved data collmon for MIS, unproved plant-network effiaency, tanE reform, and consumer 
h g n e s s  to pay for the ewnomc cost of unproved semce As revenues approach costs, additional gap- 
closlng measures become more ddlicult to attam, and therefore the value of strategc p l m g  and creative 
energy wdl mcrease 

2. SCPDDS Contract Team 

The contractor and USAID have performed excellently, ehbitmg remarkable flembhty to respond 
sensitwely to evolvlng and quite umque Project needs at different sites No delays m unplementation 
resulted fiom the action or maction of either party All GOE mtemews rated the performance of both at 
the hghest level In several cases, these stewards have managed to fachtate the redrrection of apparent 
unplementabon bottlenecks mto opportumties Includmg the GOE counterparts, the SCP tnad finction 
well as a team and appear to approach the hard tasks embodied m Phase I1 ahead mth hlgh enthusiasm and 
morale 
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3. Summary of Key Findings and Conclusions 

Overall 

The Contractor and USAID have performed excellently m the timely delivery of most rnputs 
Implementation delays did not result from action or maction of the Contractor or USAID 
Prunary delays to Project unplementation result from the fact that central GOE pohcy auns to resolve 
sector reform issues on a national bas~s, rather than addressmg mdivldual PEA mcorporation plans at 
ths  stage 
72 of 107 (67%) Action Plan benchmarks were achreved in Phase I (by mid-1998). 
Of the 35 benchmarks not completed, about one-fourth resulted from a delay (affectmg Luxor) m a 
decision on uthty mcorporation by central GOE authorrties One-sxth resulted fiom current natlonal 
pohcy constmnts on tadfmcreases South Sma was the only governorate to complete all its 
benchmarks dwrng Phase I On the other hand, the other three uthties contionted certam chaliengmg 
benchmarks not faced by South S m  as a result of its private sector approach 
23 of 26 (88%) of conditions precedent (CPs) to construct~on fundmg were completed in Phase I, 
and 100% have been attained presently. 
Daqahhya and Aswan acheved theu CPs dumg Year 2 and South S m  by the end of Phase I Luxor 
was delayed m three CPs by the aforementioned central government constramt 
Performancebased contracting IS an effectwe mechanism, saving one year in project length. 
Outcome mdlcators m the form of benchmarks estabhshed for each governorate's amon plan prowded 
the means for measumg the success of the mstitutional strengthemg actlwties The Contractor 
completed a slgnrficant majonty of the requued Phase I tasks on or m advance of schedule The 
Evaluation Team beheves that the clanty and structure of ths  performance-based approach-combmed 
wth a cost-plus-award-fee mcentive mechamsm--was a major factor m Phase I success The result is 
cost samgs and mcreased cost-effectweness 

ProjectProgms 

Fmancial V ~ a b l l ~ t - o s t  Recovery 

On the current path, full O&M cost recovery wdl be difficult to attain at  all sites by end-of- 
Project. 
W e  preventwe miuntenance, bdl collect~on, staffprodu~wty, and uthty management all Indicate 
slgdicant improvement from pre-Project levels, fill cost recovery by late 2003 rernams a fomudable 
goal Historical data senes show that whde revenues are mcreasmg, so are costs The question of how 
Intractable th~s  gap is, even m the event of fill autonomy, can be debated The path for combmed 

South Smai 

Satisfactory , 

Good 
Substandard 
Substandard 
Very Good 

Good 
Very Good 
Satisfactory 

Factor 

OVERALL 
Act~on Plan Implementation 
Organlzation/Staffing 
Revenue/Cos t 
MIS 
O&M 
Trammg Center 
Customer Serv~ce 

Aswan 

Very Good 
Very Good 
Very Good 
Very Good 
Very Good 
Very Good 
Excellent 
Excellent 

Daqahhya 

Very Good 
Very Good 
Excellent 
Excellent 
Excellent 

Good 
Very Good 
Very Good 

Luxor 

Good 
Satisfktory 

Good 
Good 

Excellent 
Excellent 

Very Good 
Good 
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water-wastewater u t h e s  m Egypt is even more ddlicult Whde estmates vary, cost recovery ratios 
currently range fiom about 45% to 70% at Project sites, where calculable The deficit relates 
sigdcantly to the lack of economc pnmg for watedwastewater 
Extra-project constramts hmit the slope of the path to cost recovery. 
GOE laws that preclude meafllflgfbl tarrffreform remm a stumbhg block, but are bemg addressed by 
the parallel USAID-financed Legal and Institubonal Reform FIR) Project On the other hand, GOE 
legal strictures agamt personnel adjustment budd m an mflemble cost 
Unaccounted-for-water (U1W) is an ~mportant cost-recovery issue w~thm the capac~ty of the 
SCP to address as soon as poss~bk. 
UfW results fiom system leakages and dlegal connections (UfW is water produced but not baed ) 
UfW reductton is the most cost-effectwe means of mcreasmg system effiaency, as it already contam 
production costs Project data mdcate a weighted Project-wde average of 40% UfW relative to total 
productton (A World Bank study of 75 developmg countnes ylelded an average of 37%, rangmg fiom 
17% to 62% More-mdustnahzed countnes generally average 15% or less ) Slnce no water 
productton fizchttes m the Project are metered, however, potenbal estlfnahon errors also enter an 
analysis of UfW A recent hchty analysis near one Project area mdicated that such errors could be 
hlgh Currently, data are msufficlent to idente the parameters of ths important issue 

Decentralized Mana~ement 

Fmanc~al Control has been modernized 
At each Project site, an operabonal financd group has been created an trmed m payroll, accountmg, 
procurement, b h g ,  and mventory management WMe the uthbes vary m the degree of hamg 
estabhshed an autonomous cost center, all are on a path to fbll computembon 
MIS and databases arc avadable for analysis. 
Each project site exhlbits an operafional MIS to support a capabhty for effective management 
decision-malung Staff are well-trmed, enthusiastic, and possess the sMls to market MIS semces 
outside the diwslon 
Collect~ons have been acce1eratedhmproved 
Computenzed mvoices and metenng programs have m s p d  more confidence m the bdhg system 
Project-wde Customer m c e  centers are responsive to customer mqumes 
Trammg IS cost-effectwe and mtegrated w~th actron plans 
The flemble and responsive tramng program, featurmg fblly equipped tramng centers at each Project 
ate, underpm unproved staffproductiwty Based pnmanly on slulls development and job-related 
short courses, costs are well managed Potenbal exlsts for marketmg m c e s  to non-Project sites 

Env~ronmentaVPubl~c health 

Delay in the Project health rmpact evaluatron nsks m~ssed opportun~t~es for appropnate health 
educat~on m~tiat~ves 
W e  meam@ analys~s to isolate the health impact of a part~cular mtervention (e g , wlww semces) 
over a short tune penod prowdes sigdcant research challenges, a ngorous approach to the deslgn of 
effective health education measures complementary to semce lrnprovement needs to be engaged 
Pubhc health analysis can even be usehl m identwg potentially adverse impacts of unproved access 
to water (e g , lack of cost-effmve management of mcreased volumes of wastewater) 
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B PRINCIPAL RECOMMENDATIONS FOR PHASE II 

F~nanclal Vnabditv/Cost Recoverv 

Seek GOE co-operabon for fmt-trackmg path to fuller financial viablllty of PEAs. 
Seek legal and pohcy approvals for 1) more authonty for PEAS to set t d s  m governorates to recover 
greater pomon of costs and 2) seek GOE approval for controlled, five-year transitionary status A 
transibon plan, (mth formal recoption of "transitlonary status" by the office of the P m e  Miruster) 
would smooth the path for finanmg s h o W s  resultmg from PEA'S current lack of access to fbnds 
formerly provlded by MoF Urge the CAOA to expedite approval of organrzational structures and to 
help to finance ~Wposit~ons and bonuses 
Seek GOE approvals (MOP, MoF') for cap~tal mvestment loans to PEAs at concessnonary rates. 
Currently, hgh mterest rates are a constramt on capital finanmg Under transitlonary status, PEAs 
could be enabled to finance capped amounts of up to LE 2 d o n  for small capital projects (1 e r o b g  
stock, small extensions to systems) as zero-mterest loans After transition, enable the capital costs for 
small items to be financed at concessionary rates 
Fast-track the procurement of bulk metering equ~pment. 
The transfer of authonty for the provlsion of bulk meters has delayed the abhty of all uthties to 
measure ther lnfluents and effluents accurately Such capacity is essential to maxmze operational 
efliciency (mmmze m-plant losses) and correct errors m flow estunabon, obtam data for leak detection 
m mam, and provlde data for peak flow estunates, whch are necessary for emergency management 
and capital unprovements plamng These mtical data also have obvlous unphcations on operational 
cost savmgs (and therefore cost recovery), and may also be used to estlmate large unmetered flows as 
well as gross dlegal connections and other UfW 
Fast-track the procurement of leak detect~on equ~pment. 
Whde the ED/CM Project provlded leak detection equipment to each uthty for pdot operation, ths 
equipment is only effectrve at depths up to one meter or less and where pressures are sigruficant Ther 
apphcation has thus been largely h t e d  to rehabhtatmg m c e  connections and locatmg bur14 
manhole covers In the West Distnct of Mansura, where then use has been most comprehensive (all 
semce connections have been tested at least once), estimates are that only 2 percent of total system 
leaks have been detected 
Fast-track servlce metenng program. 
The servlce metema promam. mcludma mstallabon testma. and repar. should be expanded formally 
to mclude all classes of consumers. m addition to large accounts as currentlv planned (There is a 
pauclly of ouerational water meters m all dlstncts 1 Conservation is a normal result of metermg and 
provldes more trust and consumer confidence m b h ~ :  

Decentralized Mana~ement 

Review and revwe staffing plans to concentrate resources on areas of key personnel where 
shortages currently eust, and urge GOE to expednte approval of new personnel needs. 
Some Utes are overstaffed wth low-slulled personnel, wlde at the same tme there 1s a shortage of key 
po~ t~ons  such as engmeers and accountants The drflCicu1ty of obtarntng GOE approvals requred for 
new posttions r e m m  an obstacle Recommendations lnclude stafEing plans focusing on identdied 
needs and proactive lobbymg of GOE for expedited approvals Also recommended are lnnovatrve 
approaches, mcludmg mcentwes, whch serve to rnaxmze the productiwty of under-utW stafF(at 
least one uthty, 1 e , Manswa, is successfilly doing ths) Selhg marketable slulls (e g , MIS, tramng 
and laboratory s e ~ c e s )  to non-Project uthtles should also be Investigated 
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Fully activate all tramng committees; expand tra~nrng program, espec~ally for senror 
management. 
Phase I trammg programs have focused on sMls (e g , MIS, cost accountmg, leak detechon, meter 
repar) that offer early cost savmgs for the uthty To contlnue to reap these benefits and mcrease them, 
Phase 11 should leverage those developed sktlls and expand on them, focusmg on advanced t r m g  and 
management t r m g  at a greater level than identifiable Phase I1 projections 

Env~ronmentaVPublic Health 

Fast-track health impact evduabon and health education plad~rnplementat~on. 
It is hghly recommended that data on pubhc health andlor potential pubhc health issues be gathered 
and evaluated m order to iden* and prevent negative health unpacts (For example, problems, 
mcludmg health problems, can occur when water s e ~ c e s  are mcreased wrthout a tunely correspondmg 
mcrease m wastewater semces ) 
Fast-track establishment of an Occupat~onal Health & Safety funct~on at all s~tes 
A preventwe, proactive plan to estabhsh a safe and healthy work enwronment has benefits that lnclude 
not only reduced accidents, but also employee attendance and productiwty, as well as unproved pubhc 
perceptton It is recommended that a OHM plan be undertaken and unplemented as soon as possible, 
mcludlng an mtial safety audit that takes mto account both hazardous and non-hazardous 
enwonments, and assignment of appropnate staff Currently planned Phase I1 actiwties do no clearly 
estabhsh the lmportance of mstitutionalmng ths finction 
Coordinate w~th ED/CM Project component on a low-cost waste treatment study under IDS 
Some h r e  extensions of w/ww semces (e g , those to underserved pen-urban areas and vdlages) will 
be financed out of uthes '  own capital budgets (1 e , not mcluded under ED/CM) In these cases, low- 
cost, techtllcally sound alternatives would serve to mtigate h r e  health and semce problems A study 
of possible altematwes could be mtegrated wth the t r m g  plan (Chapter II, Task 3 8) 
Expand consumer educat~on program. 
The Phase I action plan for pubhc education should be proactively unplemented, wth a focus on 
commumcatmg economc pnce of semce (For example, b h g  mvoices could hghllght economic 
pnce) Suggesbons d u d e  rephcatmg semars for women's groups m all sites and encouragmg the 
forma~on of smgle-issue environmental NGOs 
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ANNEX B 

Secondarv Cities Institubonal Development Servlces P r o m  Contract 

The SCP/IDS program contract was signed on 22 August 1995, between USAID and Chemomcs 
Interm&onal Inc to prowde servlces for management, tmmng, hanclal analysis, and procurement under 
USAID Grant No 263-0236 The mtial contract prowded for two phases correspondmg to the actiwties 
under the first two stages of the three-stage strategy desmbed m Chapter I A 3 a-c As "substantd 
progress" m the form of benchmarks -- estabhshed as conditions-precedent (CPs) to construction fbndmg - 
- can be achleved pnor to full actlon plan mplementation, stages two and three can actually proceed m 
parallel The fmt phase was to cover three years and commenced m August 1995 For each of the cities, 
it aimed to 

Define the major benchmarks that the GOE and USAID wdl agree upon as a pre-condition for USAD 
to release h d s  
Acheve the consoldation of wfww uthty actiwtles wthm a smgle governorate or city-level 
organuabon 
Install and mplement a range of uthty management systems 
Acheve the actual transfer of physical, financial, and human resources to the uthty, for the effective 
takeover of uthty operations 

To meet these gods, Phase I cornpnsed 23 specdic action-onented tasks organzed under five actiwties 
assessment of counterpart orgaruzations, preparation and approval of amon plans, unplementation of 
amon plan reforms, consumer education, and procurement 

The second phase of the contract (GOE mplementabon of action plans), to cover an estimated five years, 
auns to acheve the Project's objectives of fidl O&M cost recovery and quahty O&M Ths phase was to 
be exercised as an option to the contract dependmg on progress made m achevmg the project benchmarks, 
contractor performance, and the avadabhty of h d s  The option was exercised on 30 July 1998 and 
mcluded an amendment shortemg the Me of the project by one year (and Phase I1 to five years), with a 
compl&on date of end-FY2003 
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ANNEX C 

Scope of Work for the Intenm Evaluat~on 

USAID/Cam requested that DATEX, Inc provlde a sur-person team to accomphsh the followmg 
objmves 

Assess the effkctweness of the SC/IDS # 263-0236 activities, 
Assess to what extent the Project has unproved the mstitubonal capabhties of the WiWW authorities 
m the seven secondary cibes, 
Recommend any other mans that may be taken by USAID, the GOE, and the Governorates to 
acheve project gods and objectwes, and 
Measure progress toward attamment of the project outputs 

The Scope of Work stipulates that DATEX shall employ the followmg methodology 

Remew the techcal reports produced under the project, 
Conduct mtensive mterwews wth the pertrnent mdimduals m Mansura, Amvan, Kom Ombo, Daraw, El 
Tor, Sham El Sherkh, Nuweiba, Luxor, NOPWASD, and the Mintstry of Housmg, and 
Utdm Annex 1 to the SOW as a guide m perfbrrmng the evalua~on (attached as Annex D to ths 
report) 

DATEX was requested to respond to the folowmg "key items" 

Examme the effectiveness of the seven cities wth regard to the pohcy recommendations and action 
plans developed by the project 
Deheate problems and constramts that have slowed or prevented the implementation of the 
recommended work plans presented by the contractor 
Assess any other constramts wthm the GOE enwonrnent that rmtigate agamst achlevmg overall 
project objectives 
Assess the effectiveness of the two estabhshed Pubhc Econormc Authorities (PEA) m Aswan and 
Daqahhya (Mansura) and plans to s u m  the w/ww fxhties 
Evaluate the overall effectweness of the trammg program m achevmg its objective 
Quantttj. the progress toward achevmg the project outputs 
Recommend actions that may be taken by USAlD and the GOE to acheve project goals and 
objectives, rn the form of tasks to be tamed out 
Prepare an evaluation report promdmg kdmgs, conclusions, and recommendations 

The Intern Evaluation mtially had been programmed as a tool that GOE and USAID could employ m the 
decrslon process regardrng the exercise of the optlon for Phase 11 Regonal events unassociated wth the 
SCP, however, necessitated a delay m the evaluation by apprownately one-year Dumg ths tlme the 
option was exercised, enabhg the Phase I contractor to proceed wth Phase 11 Nevertheless, the GOE 
and USAID have regarded the evaluation as an opportun~ty to offer useful rnput to Phase 11 content and 
SChedLlllng 

DAT 
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ANNEX D 

RESPONSES TO EVALUATION STATEMENT OF WORK "'ANNEX 1" 

Ratmgs for all Items requested based upon the follomg scale promded by USAID 

Excellent, Very Good, Sa~sfBctory, Substandard, Infenor 

1 How do key stakeholders [emphasis added] (USAID, chent uthtles, Mhstry of Housmg and Pubhc 
Uthbes, Steemg Comttee) rate 

a) Pro~ect Pro~ress b) Contractor Performance Governorate 

Excellent 
Excellent 
Very Good 
Satisfactory 

Excellent D~ahhya 
Excellent Aswan 
Excellent Luxor 
Excellent South S~nsu 

(See Chapter IV for ratmgs of Intern Evaluation Team ) 

2 The contractor was challenged to undertake m Phase I of the project "mtd steps of unplementahon" 
(Sectlon VII, Contract) of recommended orgatllzat~on and management unprovements Please a) rate 
the Contractor's overall level of comrmtment and attatnment m pursumg ths objectwe, and b) ate 
spectfic examples of relevant accomphshments m the areas of organmitlon and s t f i g ,  finance and 
admstratron, operations and mamtenance, MIS, and t r m g  

Overall level of comtment and attamment 

The contractor, Chernotllcs Internatronal, appeared to have a strong level of comtment toward 
achevmg the SOW goals under dlfiicult cucumstances Consldemg the relatively low level of slulls, 
computer hardware/software avsulabhty, and the lack of q u w  management perceptions at each uthty 
at the project mceptlon, they have unplemented the project very effectively At md-project almost all 
goals have been acheved The staffs avadable have displayed hgh morale and an extraordinary level of 
mterest and comrmtment (e g , toward acqumng and u t h n g  more advanced computer HW/SW slulls 
and techques) The staff of CI d~splayed a strong mterest m contmumg ths focus dumg the second 
half of the contract 

Exam~les of specfic mterventions and accomphshments m the areas of 

Organtzatron and St.afIing 

Orgarzlzation and s t f i g  plans prepared m all project locations 
Orgamzatlon and s-g plans approved by all Governors and/or Boards of Directors 
Headquarter level job descnptlons, mcludmg staff norms produced 
Excess staff reduced or adjusted m some locations (such as Aswan, about and 
Daqahhya, about 3% m add~tlon to 6% on leave wthout pay) 
Personnel pohcles and regulations are bemg prepared 
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Internal trammg poltc~es lmplemented and t r m g  admstrahon procedures prepared 
Trauung centers operational m all locations 
Tramng courses conducted to support uthty development 

Fmance and Admuustrabon 

Operation and mtenance (O&M) budgets (or shadow budgets) for FY 97/98 and N 
98/99 developed m all locations 
Contractmg and purchasmg regulations developed m all locations 

a Trauung m d e d  accountmg system completed m all locations 
Cost centers for Mansura and Kom Ombo Div~sions (Aswan) estabhshed 
Regstration of assets completed for all project sltes 

Operations and Mamtenance 

O&M planmg and budgetmg completed m all locations 
O&M record-keepmg and reportmg lrnplemented m dl locations 
Performance lrnprovement programs mtiated m all locations for water meter repau; leak 
detect~on, sewer cleanmg, laboratory procedures, w/ww preventive mamtenance, operation, 
and record-keepmg 
Feaslbhty studies produced for desahtion plant m South Slnas 
Contract management manual prepared and tramng m sewer contractmg mprovement 
dehvered m South Sum 

Management Information System 

Customer accounts automated m all locations 
Personnel and payroll automated m Kom Ombo and Mansura 
Computemed mformatlon centers estabhshed m all locations 

Tramng 

Project tramng procedures estabhshed 
Tramng Centers estabhshed and organrzational structure mplemented m all locations 
Tramng m all areas (O&M Engmeemg, F w c e  & Admstration, MIS, P l m g  & 
Momtormg, Trmng) dehvered m all locations 
Usmg Project-developed evduahon cntena, si@cant performance mprovement achleved 
m management skdls, finance, O&M, stores management, customer education 

3 Are thew any sigtllficant constramts controlhg or lmpedmg project progress? Yes. 

If yes, please hst m descendmg order of lrnportance and recommend measures to overcome these 
constramts 

The Presidential Decrees, generally mcludmg 281/1995, and other legal authonhes present 
many constramts unpedmg the progress of project programs, such as 
> Salanes and lncentives are tied to the standard civd semce scale 
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> Approval of the CAOA is necessary m any study for orgamzation, s t f i g ,  and job 
classdicaaon, a dficult process requmg hard negotiaaons and sigdcant tune, m 
turn affectmg personnel avdabhty 

> Miustry of F m c e  approval of fbndmg for new stafl?positrons 
Approval of the Cabmet is requued for ramng domestic t d s  

> Lmted authonzatron IS gwen m d&g wth personnel management, whch 1s 
controlled by Law 47/l978 

Shortages emst of specihed personnel (especially m South Smru and Upper Egypt) wth 
appropnate qualtficatrons to fill management and techcal positrons m the orgamzationd structure 
Dficultres re- m identrfylng sources needed for capital mvestrnent and covemg the deficit 
between revenues and operatmg costs 

To overcome these constramts, certam measures should be addressed to the GOE 

Allow for a transition perlod of approximately five years fiom the estabhshment of a nominally 
autonomous uthty to complete the management system 
Gwe more fieedom to wfww uthaes to overcome the constramts of Laws 47 and 26 (e g , enabhg 
uthaes to make personnel changes and adjust salanes wth incentives and bonuses) 
Fund costs needed for equipment and capital mvestment at concessionary rates 
Urge the CAOA to expedite approval of the orgamzational structure and sta£Eng and to 
recommend strongly to the MoF to finance new staEpositions 
U t b  exlstmg staff more eff-vely For example, the mtial design plan requlred an MIS staff of 
four, plus a supemsor at all locations Ths approach rgnored the discrepancy m population and 
connections between loca~ons, (e g , population of 800,000 and 163,000 connections at Mansura 
compared to a population of 14,000 and 1,800 connections m South S m )  On a comparative 
basrs, a sigmficantly reduced staff s m  of two m South Sma for the MIS, accountmg, b h g ,  and 
data analysis group would be more than adequate and reduce the htations on attractmg suitable 
or qualtfied stafF S ~ d a r  scrutmy should be provlded for other locations m Upper Egypt (e g , 
Kom Ombo, where some eight w d o w  clerks at the Customer Semce Center were observed 
attendmg to a dady average of less than 50 customers) In three of four cases, there is an excess of 
M a t  the uthties due to normal operational, bureaucratrc, and cultural n o m  It would be 
mapproptrate to Introduce excessive computer staff as an innovative procedure A cursory mquq 
mdrcated that, m general, Project MIS staffwere occupied on a productive basis only 20°? of the 
tune, spendmg the remamder on tramng Th~s would indrcate overstatling, or madequate 
management understandmg of the capabhties and potential for a uthty's resources One option is 
to encourage the MIS M t o  just* theu existence by s e h g  theu capabhties to other groups m or 
outsrde the uthty 

The Contractor has stated m vanous documents (e g Techcal Proposal and Annual Work Plans) that 
the consultant team would employ several key strateges (e g "leveragmg other projects", "usmg pre- 
developed/pre-tested management systems apphcations software", "field testmg unplementation 
strateges m one locatron and rephcatmg successes elsewhere", and ''-g trammg course 
development costs") m order to opt~rmze the effiaency and effectiveness of the consultmg/techrucal 
assistance effort Has thls been done? Yes 
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If "Yes", please cite specdic examples 

Leverajpg other projects 

Sewer cleamg p r o g r d t r m g  (CUO GOSD) 
Lawayh (by-law regulabon) (AWGA) 
Meter repau workshop (Canal Citles ProjecVPort Sad) 
Customer education (Canal Cibes Project) 
Computer software programs (AWGA) 
T r m g  mated (comprehensive database of t r m g  materrals fiom all USAID wlww LD 
projects (4/96) 
Staff Trauung m Aswan PEA (collaboration wth DANIDA-fbnded systems rephcabon and 
trartllng m Aswan and Ed& Diwsions) 
Customer s e ~ c e  (Cauo Water Customer S e ~ c e  Center) 
Information exchange, revenue enhancement, strategc plamng (IWACO) 
Regulabon (ARENTO - Caro Water/Egyptian Electricity Authonty) 
Legslabon, regulation (LR) 

Usmg pre-developed/pre-tested management systems apphcabons software 

The MIS diwsion is pnmarrly designed to collect and present data and information for decision malung 
by the management group The data collection process is a standard procedure u t h n g  the MS Access 
program for systematically collectmg and presentmg data m tabular form Graphcs are a more wsual 
method of data display for management The t r m g  m graphc Qsplay is based on MS Excel It 
appears, however, that the t r m g  and data display are only vertical bar or three-dunensional pie 
charts The 3-d pie charts are not effective and m several situabons are deceptive On the other hand, 
tr;auntng m MS PowerPomt could be helphl m presentmg data display and verbal mformation m 
summary form ArabSoft has developed both programs m ArabfEngllsh verslons Additional strategc 
plannu~g software and a Framework program for developmg budget projections should be provlded for 
each location 

Field testmg implementation strateges m one location and rephcatmg successes elsewhere 

Preventwe mamtenance (Plot m Luxor, customtion and rephcation to Kom Ombo, 
Daraw) 
Stores (One store m Kom Ombo WTP r e o r g a d  ma Contractor assistance, a second 
o r g d  by same Kom Ombo staffwthout Contractor asmstance) 
Leak detection (Mansura techcian now momtomg South Sma staff) 
Sewer cleamg (Aswan PEA applrcation to Aswan City Division) 
General sequenbd work across governoratedabes m most task areas 

Mmmmng trauung course development costs 

Approprrate m-country trammg course matenals gathered and moddied to suit Project 
requirements 
Collection of exlstmg operatmg equipment manuals worldwde, as needed 
Minunal procurement of computer equipment for the Trauung Centers, relylng on on-the-job 
t r m g  m MIS centers 
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5 Has the use of a performance based contract contnbuted to effective execution of the project? Yes 

If Yes, what, If any, mprovements could/should be made m the contractmg mode m Phase II3 

Phase 11 has already commenced Chapter 2 d~scusses the performance of the contractor m 
completmg the tasks specdied m the SOW The contractor completed the great majonty of these tasks 
on or m advance of schedule Outcome mdicators m the form of benchmarks estabhshed for each 
governorate's action plan provrded the means for measumg the success of the mstitutional 
strengthemg actimties At the end of Phase I, 70 of 107 (65%) total action plan benchmarks had been 
acheved, whch mcluded 23 of 26 (88%) "key mdrcators" selected as precedent conditions (CPs) 
requlred pnor to fundmg constructron (Luxor, due to factors beyond the control of the contractor, 
was the only Project site not to fWiU 100% of its CPs These r e m m g  three CPs were met by the 
tune of the Intern evaluabon m Apd 1999 ) In the opmon of the evaluabon team, the clmty and 
structure of thls performance-based approach - comblned wth a cost-plus-award-fee mcenbve 
mechatllsm - was a mjor factor m Phase I success, whch further enabled the shortemg of the 
contract penod by one full year Such a&on therefore has led to cost savmgs and mcreased cost- 
effectiveness Sem-annual assessment is adequate No unprovements to the contractmg mode would 
be recommended 

6 The Statement of Work (I C 2) charges the project with explomg "an array of M e m g  lnstltutional 
arrangements" to acheve project objectives Please a) assess, and b) document the creativity of the 
Contractor m iden-g and promotmg dverslty m mstitutional forms 

Evaluabon Excellent 

Dumg the assessment phase, the project exarmned a range of avdable (legal) Meworks 
for uthty mcorporation, mcludmg pubhc company and pubhc author@, as well as strateges 
to mprove semce contractmg At the tune of assessment, the GOE lacked both the 
vdlmgness and the capaclty of PSP m infrastructure finance 
The project convened wdely attended (power, telecom, and wfww sectors) sermnar on 
regulation with techrucal experts fiom USA, World Bank, USAID, and GOE to rewew and 
discuss regulatory fiamework world-wde and apphcabhty m Egypt 
As GOE mterest m PSP was stmulated by development m power, telecom, and transport 
sectors, the Project pioneered prellllll~lary studies as well as plans for PSP project 
unplementation Project level workshop hosted m June 1997, Luxor level workshop m 
March 1998 The latter led to recommendations fiom City Councd to proceed wth 
formulatmg a comprehensive mstitubonal development package 
Servlce contracting spectficaaons and terms of contract have been unproved to mcrease 
contractor accountabhty and assume open and competitive tendermg 

7 Considerable efforts have been placed on explormg/promotmg pnvate sector particlpatlon m a vmety 
of forms Please assess the effectiveness of these efforts 
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Evaluatton Very Good 

Example corporate plan developed (December 1 996), mclurlmg educational and 
mtroductory rnatenal on PSP 
Detded prelmmuy study developed (May 1997) on the feasibhty of PSP for Lwtor water 
utJllty 
Intensive three-day conference (June 1997) hosted m Cauo on PSP attended by USAID, 
Mitllster of Housmg, Governors, all management staff of w/ww mdustry m Egypt 
Considered as the first national conference on PSP m w/ww 
Conference on "Concession Management for Luxor w/ww Uthty" (March 1998) attended 
by representatives of the popular councds, tounst mdustry, pnvate sector, and others 
Endorsement of a "concession" management received and formal request to authome 
Luxor to proceed presented to the P m e  Mimster 
Detded p r e h m q  Legal and Fmancial Study for a concession management for Lwtor 
(June 1998) 

How do you rate a) the quahty and usefihess of project outputddehverables, b) the quahty and 
effectweness of the t r m g  program, and c) the level, quahty and responsiveness of techntcal 
assistance rendered7 

Quahty and usefihess of outputddehverables Excellent 

Quahty and effectiveness of t r m g  a&whes/events Very Good 

Level, quahty and responsiveness of techcal assistance rendered Very Good 

Comments (mcludmg suggesbons and pnonties for enhancmg andtor expandmg techcal assistance, 
trammg and commodity procurement) 

Bulk metemg of all fuhties should be the first procurement pnonty 
Provlde wder range of techcal assistance and t r m g  to HQ s t a m  pl-g and 
management systems to ensure sustmabhty 
Expand techcal assistance m water process control 
Provlde more mput m the techcal and financial areas, such as enhancement of leak 
detection and waste control, concentratmg on plans, rehabhtation of networks, mstallat~on 
of PVC pipes, and lmprovmg metemg program (repaus and cahbration) 
Enhance and upgrade automation of stores, plant record keepmg, and preventive 
mamtenance to Improve performance of fachties 
Expand on-the-job t r m g  model 

Has the Contractor estabhshed and mamtmed effectwe worlung relabonshps mth USAID7 Yes Has 
the Contractor estabhshed and mamtamed effective worlung relationshps mth Counterpart staffl Yes 
Has the Contractor estabhshed and mamtatned effective worlung relationshps wth key Central 
Government Agenaes7 Yes 
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Workmg relationships between the Contractor and USAID/Csuro and GOE counterpart 
staff are excellent 
The Contractor has succeeded m achevmg the follomg mth all dnect partners 

9 Effective communicatrons 
9 Convlctlon m the objectives of the program 
9 Smooth, cooperative relations wth all parties 
9 Responsweness 
9 Positive unpact on counterpart staff morale and procedures 

10 Has the project had demonstrable, posltive mpact? Yes 

If yes, please a) hst spec& examples of measurable progress maddachevements recorded, and b) rate 
on a scale of 1-5 those mterventlons' effectweness m contnbutmg to endumg gam (mth 1 
representmg httle or no &elhood that the progress made can be sustmed and 5 representmg near 
cerfatnty that the progress made wdl fachtate sustamabhty) 

The foUomg represents Evaluation Team-average assessment of Project-mde achievements 

Management Systems 
Customer servlce centers 
Sta£fingplans 
Computerized bdhg 
By-laws 
Personnel and payroll 
Storedhventory 
Commercial accountmg 

P l m g  & Management 
Org81112atiodstafling plans 4 
Strategc planrung 3 
Program p l m g  4 
Management plamng 4 

Trauung 
Tramng centers 
Tramng plans 
Trauung courses 

Operation & Mamtenance 
O&Mbudgetmg 
UFW redumon program 
Sewer cleamg 
Metemg program 
Power cost reduction 



Md-Term Evaluatton ofthe Wtubonal Development S e ~ c e s  for the Secondary Cibes Program 

In wew of the constramts on PEA admstrative autonomy as set out m PD28 1, assess the creativity of 
the Contractor m talung advantage of the ambiguities and room to maneuver m basic regulations to 
mawntze the PEAsY capacities for decentrahzed management Should any hutations be placed on the 
contractor m explomg the huts of GOE regulahons? 

The Contractor prowded techcal assistance to the Project-wde Steemg Comm~ttee to enhance PEA 
capacity for decentrahed management under PD28 1 m the followmg ways 

Promson of adequate Bab I1 resources to the new authonties 
Prowsion of adequate Bab IU resources to the new authonties 
-sing central-level awareness of the contradictions between the PEAs' overall mssion and 
certam artrcles m PD28 1 
Rewew and endorsement of new PEA mternal regulations (lawayrh), mcludmg customer relations 
polmes and regulations 
Transfer of resources, mcludrng physical fachties 
Moblluabon of local CAOA offices and governorates to lobby for greater decentrhtlon m 
orrgmal orgatuzatronal bluepmts for the PEAs 

The Contractor has exlubited an exemplary degree of sensitivity m worlung wth counterpart 
orgamzations and should not be h t e d  rn explomg creative ways to work w t h  the framework of 
exlstmg GOE regulations 

Assess the orgarmation and staf3ing plans and companton management systems developed for SCRP 
utilities Descnbe progress achleved to date m lmplementmg these recommended lrnprovements 

Organmtion and stafhg plans wvenng most essential lnstitutlonal elements have been completed for 
each uthty All plans, however, lack a dedicated Enwonmental Health and Safety Umt/Section at the 
Headquarters level (Mansura Diwsion mmtans a small health and safety sub-umt m its Workshop 
S-on ) Automated management systems are operational at all project sites at drffermg levels of 
sophstntion Accordmg to the plans, implementation of staff placement is progressmg m Kom Ombo 
and Mansura Divisions Performance m Luxor and South Sma proceeds more slowly (3/99 and 4/99, 
respectwely), and stronger efforts are requlred by the Luxor City Councd and the Governorate of 
South Slna 

OMITTED FROM SCOPE OF WORK AS PER USAID APPROVAL 

Would it be cost effectwe to transfer all or part of the IDSISCRP t ramg program/actiwtles to the 
Mission-wde DTII Trauung Program', What, If any, would be the down-side effects of such a move? 

Field observations by the evaluabon team codinned that SCP trammg is closely tied to the Project 
Implementahon Plan Trammg IS based on site-spec~fic Needs Assessment and addresses the 
requrements of each slte mdiwdually, as well as Project-wde Tramng is also tied to the on-gomg 
techcal assistance actiwbes It is more efficient, therefore, that trauung and techcal assistance be 
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managed, drected, and momtored at sltes by the Contractor The appromate cost of such t r m g  is 
200 LE per triune per course 

The potential for off-shore (US or thud-country) SCP management t r m g  was explored wth DTII 
staff Wlde DTII miuntams an unpresslve resource base for speclahzed US trauung, ~t is unclear how 
DTII could address specdic SCP needs wthout an mtunate hk to the Project On the other hand, 
whde the Project to date has only provlded one off-shore trauung module, the exerase was deagned 
wth an d o m e d  and SCP-experienced perspective, thus enhancmg cost-effectiveness If tr-g -- 
whch is a major element m achlevmg SCP objectlves -- were transferred to DTII, the evaluatton team 
beheves that techcal assistance effectiveness would suffer and objectlves could not be acheved as 
planned 

15 Assess the efficacy of the Contractor's recommended Phase II strategy and approach (as detded m the 
Phase 11 P h g  Document), and offer suggestions, $any, for rmprovements or new mrtlatwes whch 
should be undertaken m the h r e  

The Phase II p l m g  strategy is sound and logcally structured Progress and concludmg tasks and 
programs specdied m the plan would ultunately lead to sustambhty 

Examples of types of mrtiatwes to expand on geographcally or mtensively mclude the followmg 

Gradual redumon of staff m e  m Aswan and Mansura 
W/WW tar~£Fmcrease m South Sma for all non-domemc and non-governmental user 
classes 
Two-year record of closmg the gap between costs and revenues 
Upgradmg staff slulls and rernforcmg the management capabhtles of senror and mddle 
management 
Implementation of unproved record keepmg and reportmg system 
F~xed assets regsters automated after completion of fixed assets mventones 
Fast-track to Year 6 (fi-om Year 8) planned cost recovery study 

16 OMITTED FROM SCOPE OF WORK AS PER USAID APPROVAL 

17 What are the pmc~pal "lessons learned" m Phase I of the project? How can they be apphed m Phase 
II3 Please hst and explam 

Lessons learned 

There is a great need for mcreased management t r m g  for several uthty orgamzatlons Slull sets 
that demonstrate strong and deasive management wthm a competltlve enwonment wdl need to be 
developed, a feature not common to uthty admstration nationwde The lnnovatlve thought 
process for deaslon makmg under uncertamty is dficult to convey Study tours and trammg at an 
equivalent U S water uthty would help to eluc~date ths problem 
At the same tune, the traditional management cycle (Plan - Execute - Rewew and Evaluate - 
Reprogram) 1s well understood by Egypban professionals and effectwe m producmg results, 
espeaally m the pnvate sector 
Strategc p l m g ,  follow-on program p l m g ,  and management revlew are strongly requlred and 

DATEXI,, 46 
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should be t r m g  goals 
To be effective m the longer run, uthty management wdl be requlred to curtad operatmg and 
mamtenance expenses and reduce s t a  a dacult declsion under the best of crcumstances 
Contmuous mcrease m transfer of authonty and responsibhty to counterpart staff is crucial to 
optmmng lmpact and achtevrng mstitubonal sustamabrlrty 
There is a need for governorate headquarters authonttes to plan and transfer slulls learned m 
Project-supported diwsions to other dtwsions 
The mechamcs of accountmg, database collect~on, and trauung for a quaMed staff to produce data 
reports for Internal evaluation of operations has been effectwely transferred to each uthty 
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ANNEX E 

COMPLETE LIST OF RECOMMENDATIONS 

Task 13 Automat~on of Management Systems 
Prowde techcal assistance PA) early m Phase I1 to assess the current and h r e  benefits and 
feasibhty of mter-departmental data-shmg systems (Automation of Management Systems) 

Task 3.3. Inventory Control and Store Management 
Encourage the uthties to request the Miustry of F m c e  to accept ther new systems of record- 
keepmg so that the storekeepers can elmmate the Mimstry's requirement to mamtam a separate ledger 

Task 3.4. Management Systems 
Expand the comrmtment to use MIS lnformatlon (reports, tables, charts, etc ) for management 
decisron-making 
Explore ways m whch to make MIS information more accessible and usefbl for other (non-semor 
management) @and departments who requre current and rehable data 

Task 3.8. Ioternal Mon~tonng and Evaluat~on (~nclud~ng Health Impact data) 
Fast-track the desrgn and unplementatlon of the health Impact component 

Task 4. Consumer Education Program 
Rephcate semars for women's groups m Aswan, Luxor and South Sma 
Encourage the formabon of smgle-lssue "enwonmental" non-governmental orgaruzations (NGOs) m 
project cities 

Task 5. Procurement of Project Equ~pment and Matenals 
The Contractor and USAlD should -tam close coordmation to provide tlrnely procurement of 
equipment Flexrbhty should be mamtmed to take advantage of rapidly chanpg technologes, as well 
as m changmgfaddmg reqwed equipment that may be identified on a case-by-case basls as a result of 
Project achievement 

A Effectweness of the seven clt~es 

MIS 
Encourage the MIS team to share thew data, mformatton and analysis skdls and s e ~ c e  mternally wth 
other umts at the uthty The avdabhty of a fbnctionmg MIS umt can fachtate making mvestment, 
finanad, and operatmg decwons for every d~vlsion 

Bdlmg/CoIIectrons 
hbate  a test cast to d e t e m e  If hand-held meter readers wth automatic mvoicmg capabhbes unprove 
operat~ons One or two sample hand calculators could be borrowed for a distnct m Mansura m order to 
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compare the results wth the current standard manual meter readmg and collection system procedure 
The test deuces could be purchased rf the results are positive 
Expand the location and hours of the Customer Service centers to pemt dlrect payment by a wder 
range of customers who can not pay the collectors directly 
Conduct a study to iden* charactensbcs of payments m arrears 

Inventory ControYStores Management 
The staged approach to automation dustrated by the Cardex system should serve as a model for non- 
SCP-asslsted dmsions 
Procurement should be coordmated wth h s  phasmg so as to ensure the benefit of rapid marketplace 
movations (e g , rapid changes m computer hardware and software standards should be considered 
when detahg procurement specrfications) 
The stores and stockpdes should be estabhshed on an operational database as soon as feasible for 
unproved control and plannmg 

O&M 
The Contractor should mamtam the same level of responsiveness to the service dehvery needs of the 
clties m Phase II as they did m Phase I 

Customer Servrces 
Accelerate rephcabon of successll Kom Ombo Customer Service Center m other Project clbes 
Evaluate use of Customer Service Center m Kom Ombo for potentla1 savmgs m staffuse (Several 
wmdows were observed to be under-used dumg the two wsits to the Center ) 
Alternative radio and/or telephomc commumcations systems should be compared and prowded to all 
project locabons to hchtate customer service, collections and O&M 

B Problems and Constrarnts 

Bulk metenng 
The Contractor and USAID should coordmate closely wth CDM to speed the bulk meter rnstallations 
all sites 
Servlce meters and the estabhshrnent of meter repm fachties should be fachtated for all unequipped 
sites as soon as posslble 

Leak detectron 
The leak detmon equipment scheduled for Phase 11 procurement should be ht-tracked for dehvery 
and use, be-g m Mansura 

South Sinar 
The Contractor should prowde additional trauung m contractmg and contract supervision, parbcularly 
for system operauon and mamtenance 
As stated m an earher recommendation, estabhsh meter repau hchties and prowde/install service 
meters m South Slna upon Phase I1 procurement 

Luxor 
A central physical structure consohdatmg all pmcipal finmons of the Luxor uthty should be prowded 
as soon as posslble 



hhd-Term EvalWon of the Inshtuttonal Development S e ~ c e s  for the Secondary Cittes Program 

Staffing 
Revlew and revue staffing plans to concentrate resources on areas of key personnel where shortages 
currently exlst 
Proactwely urge the GOE to expedlte approval of new positions and finanmg m key personnel areas 
Explore magmatwe mcentwe programs to attract quf ied personnel 
Seek ways to maxmme productiwty of under-uthzed staffm creative ways wthm the o r g m h o n  (at 
least one uthty, Mansura, is successfblly domg hs), or even outside the orgamzation, such as s e h g  
marketable slalls (e g , MIS, t m m g  and laboratory semces) to non-Project uthties 

C Constraints wrthrn the GOE environment 

Full financial viabllrty 
Seek legal and poky approvals for more authotlty to set tad% m governorates to recover greater 
porhon of costs 
Seek GOE approval for a controlled, five-year transibonary status fiom the tune of the estabhshment of 
a normnally autonomous uthty 
Each PEA should develop and submt to the appropnate authontles a formal transition plan that 
provldes an outhe of its proposed path for achevmg Wl O&M cost recovery 
Seek GOE approvals (MOP, MoF, and PM) for capital mvestment grants and/or loans (at 
concessionary rates) to PEAs Also consider zero mterest loans for capital mvestment dumg the 
transltionary penod Transitional supplemental fbndmg should be prowded to PEAs pnor to fill cost 
recovery attauunent 

Shortages of spec~dlzed personnel 
a v e  more fieedom to wlww uthties to overcome the constramts of Laws 47 and 26 (e g , enabhg 
uthbes to make personnel changes and adjust salanes wth mcentwes and bonuses) 
Urge the CAOA to expedlte approval of the orgatllzahonal structure and to help to finance staff 
positions and bonuses 
It is suggested that the staff s ~ e  be h t e d  and reduced m South Slna to only two each at the MIS, 
accountmg, b h g  and data analysis groups Slrmlar scrutmy should be prowded for other locations m 
Upper Egypt 

Instrtutional changeover 
Urge the MoHPU to asslst m the turnover of the WWTP m Mansura 
Better coordmation between EDICM project (or NOPWASD) and the IDS project would provide 
unproved t r m g  both dumg construction of new fachties and first year of operation of new 
firchties 
The Contractor should provide the necessary extra level-of-effort to assure the contmuous O&M of the 
new Fatera WTP (Kom Ombo) m the Aswan Group upon turn over fiom NOPWASD Tramng 
budgets for adhtional operators should also be made avdable to the Aswan Group Aswan PEA and 
NOPWASD should work cooperatwely to expdte W h e s  turnover 

Delays in MoF disbursements 
Mintstry of Fmance should be encouraged to show more flexlbhty to the needs of ths Important 
Project The LIR task order output should help to solve ths problem for the uthties 

D. Effectrveness of PEAs m Aswan and Daaahlwa 
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Aswan and Daqahhya should host workshops for non SCP-assisted PEAs These should mclude Bent 
Suefl Fayoum, and Minya, all soon to receive support m the Middle Egypt project 
The IDS program should hornontally transfer unapative sustmabhty proposals among all Project 
uthtles, mcludmg non-PEA uthties 
Because the Luxor and South Sma uthties (non-PEA entities) have only recently been estabhshed, 
USAID should re-evaluate ther progress wthm one to two years (1 e ,2000 or 2001) 

E Training 

Extend the Project trammg model, m whch t r m g  is closely mtegrated wth unplementation and 
hghly flenble m meetmg specdic uthty development needs Ths extension should account for 
attnbon It could also take the form of more mtensive trammg of trmers (TOT) component, whch 
mtght then provlde the opportumty for Project uthties to market tramng services to non-project 
u t h e s  that develop autonomy strateges 
Prowde more sentor management t r m g ,  wnsidemg the planned Phase 11 mtensity as a m u m  
level 
Add a level of tramng assessment scheduled for 6-12 months fiom the course date 
To complete the mtegration of tramng efforts wthm the uthty, the Trammg Comrmttee must become 
operabond m Aswan, Lwcor, and Daqahhya Whde presently the Contractor has suggested that th~s 
Comrmttee meet sem-annually, ~t may be more beneficial to meet quarterly to correspond wth the 
quarterly cycle of Annual Tramng Plan revlews 
Explore opportumties to lnvlte pnvate sector and other regonal uthties to provlde tramees on a fee- 
bass to unprove economc sustambhty, as 1s bemg proposed by the t r m g  manager m South Sma 
Off-shore tramng experiences, mcludmg twmmg-ltke arrangements, If deemed usefbl, should be 
postponed to the last years of the Project Th~s would assure the most efficient use of managers' tune 
through contmued m-country t r m g  provlded by the hgh-achevmg, mtegrated Contractor- 
counterpart tratillng needs assessment system 
The Contractor should explore Imapative solutions to the pressmg need of the governorate-based 
uthbes to prowde tramng to ther non-Project Divlsions For th~s purpose, once D W A ' s  parallel 
project m Edfb and Aswan cities is re-started, lessons can be learned fiom tramng efliciencies among 
Merent Divlsions 
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ANNEX F 

1998 Compar~son of Secondary C~ties on SO6 Decentrahzed Management Goal 

Total Score 
Improved 

Decent. Mgmt 

Data from "FY 1998 R4 

Revenue 
Retention 

75 

75 

0 

0 

0 

0 

0 

100 

100 

100 

city 

Aswan 

Mans~ra 

Luxor 

South Smm 

Port Sad 

Suez 

1sm;ulia 

Bent Suef 

Fayoum 

Mma 

Results for Egypt's Water and Wastewater 

Cost Recovery 

Sector 

Personnel Policy 

30 

40 

0 

0 

0 

0 

0 

40 

40 

30 

CDM 

60% 

71% 

62% 

100% 

26% 

26% 

22% 

63% 

50% 

58% 

February 

Budget by 
Chart of Accts 

100 

100 

0 

0 

0 

0 

0 

50 

50 

37 5 

DATEX Evaluahon Team 

Evaluation 
Team 

53% 

69% 

45% 

Chemomcs 

67$ 

67% 

19% 
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I Compatrson of Financial Control Systems at SCP Sites 

Clty 
El-Tor 
(South Smu) 

Luxor 

Kom Ombo** 

MIS 
very good 

Yes (Kom Ombo 
dnmon) 
Yes (Kom Ombo 
dms~on) 
very good 

Computer brllrng 
100% fiom November 

100% for entue clty 

100% for Kom Ombo 

Prepmng, data entry 
mll l g l n  July '99 
No, data entry at Kom 
Ombo slte 
60% of the city, 
40% manual, wll be 
c o m p u t e d  Nly end 
1999 

Special accounts 
No (through governorate 
accounts) 
Segregabon for shadow 
accounts wdl start ~n 
1999 
No (through the city 
accounts) 
Segregabon for shadow 
accounts wdl start in 

Budgetrng 
Tmmng for eshmauon 
only, imbabng estlmaQon 
through the governorate 
budget 

Tmmng, began estunabng 
I thts year through the city 
I budget 

Cost accountrng 
No 

1999 
Yes, uIufied accounts 

Yes 1 Yes 1 Yes 

Yes 

Yes, urufied accounts, 
Yes, also two years ago 

Yes, two years ago 

Yes, two years ago 

Yes, one year ago, 

Yes 

Yes, one year ago, 
manual 

manual 
No 

**Special accounts, budgeting and cost accounts were prepared for the dlvlsion 
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ANNEX H 

ECONOMIC PERSPECTIVES FOR SCP 

BACKGROUND 

The Project Paper for the Secondary Cities Project mcludes a strategy to produce plans to acheve cost 
recovery and autonomy for the local entities responsible for water and wastewater systems The 
achevement of fbll mstitutional autonomy would require new mtiatives, mcludmg legal authority, tariff 
mcreases, a new rate structure designed for complete cost recovery, a l l  revenue retention by the uthty, 
adjustment of the labor requlrements and competitive procurement procedures The design and 
mplementation of a new sustamable utkty model wdl be an essential product of ths  project The positive 
example of an autonomous uthty wdl encourage other to follow the procedure The penultmate a m  of 
autonomy would anunate pnvatmtion and accelerate mdependent financial mvestment m the entity Ths 
annex is designed to focus on the financial and econormc aspects of the program requlred to implement 
autonomy and suggestions to expedite the procedure 

PROCESS 

The swn of achevtng self-sustamabhty for the water uthty sector wdl requue a -re of increased 
revenue and reduced costs A number of viable approaches could mclude 

An effective leak detection program The gap between water produced and water consumed by the 
customers at each connection is considered "Unaccounted for Water" (UfW) Since all consumers pay 
total water produced, the least cost mcremental water 1s to reduce UfW and mcrease the efficiency of 
the system The levels of UfW are currently hgh and a systematic program to substantially reduce ths 
level should be uutiated at the hghest pnonty level The UfW could be high due to maccurate data No 
water production fachty m the project is metered Estunates of water produced are based on the 
ongtnal plant design capacity per hour multiphed by the operatmg hours W~thout actual levels of water 
production the estmates of leakage could be excessive It is suggested that meters be procured and 
mstalled at the production fachties unth the lmtial pnonty for the hgh consummg, hgh UfW city of 
Mansura 
An effective water meter management program should be Implemented to msure the quantities ofwater 
consumed are vahd 
Power reduction program Electrrc power is the largest O&M expense and a systematic approach to 
mcrease energy efficiency should be uutiated 
Abhty to pay survey based on the GDP of residential consumers 
Wdlmgness to pay prowded by a survey of alternatwe water supplies or wastewater removal Ths 
would mclude the cost of bottled water, or tanker levels and the removal of wastewater, whch both 
would be substantially more than the uthty option 

PRTYATE SECTOR 

The mcreased mvolvement of the pnvate sector is a desnable option for the future devolution of water and 
wastewater sector A strong pnvate sector could help uthties develop m two mportant advantages The 
first is by providmg innovative management concepts and operations and as a source of finds for new or 
expanded lnfiastructure The second approach would be to provide support to sector mstitutions as 
supphers of equipment and materials and active knowledge of the competitive market A deslrable aun of 
ths program is to create a fiamework or model for a water uthty that would be an attractive mvestment 
for the pnvate sector For a private mvestor to become mvolved in the uthty, they must feel confident that 
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local and natronal cond~t~ons, pohcles and laws would be deslgned to p e m t  the mvestor to meet the 
obhgatlons and msure a self sustmng entlty, m add~tlon to recovery of the mvestment costs 
Cost Recovery 

Egypt, m an effort to mamtam low cost rates for water, an essentlal commodlty, has m the past followed a 
pohcy of subsidmg water and wastewater from general budget revenues The pmclpal justrficatlon for 
subsldles was that some of the population was so poor that rates reflectmg fill cost recovery would deny 
them access to a baslc need However, a closer analysls of thrs argument mdicates that the subsidy poky 
tends to be contrary to the needs of the under-served poor, and may be the mam reason they are demed 
complete access to water and wastewater serwces The dependence on Investments for water 
infrastructure exclus~vely on government subsldles makes the level of mvestrnent dependent on the abhty 
and wdhgness of the Government or lnternatlonal a d  agency to mvest m water systems m the country 
Budget constramts or a shd3 m sector or country pnontles can slow down or curtad water sector 
mvestments that cannot secure alternatlve resources T d r a t e s  not designed to meet actual cost recovery 
levels result m subs~dlzmg the economcally better off population, whlch 1s normally well-served Low 
tadflevels and excesslve rehance on government subadres provlde no mcentlves for the uthty to be more 
efficlent or make cost effectrve use of the avadable resources Low t d r a t e s  do not allow for natural 
water demand management In many locatlons, the poorest residents pay an excesslve portlon of mcome 
for water and may be requlred to purchase water fiom pnvate vendors, at exorbitant pnces, m addltlon to 
beamg the cost of mcreased health nsks and mconvemence m dady actlwtles In many locatlons the poor 
would d m g l y  pay a htgher pnce, reflectmg the true cost of water, for a dependable supply of an essentlal, 
Me-supportmg commodlty 

Smce present rate levels are generally below financial or economc cost levels, an appropnate strategy 
would be to first mcrease rates to total financial and later to economc recovery cost levels F~nancial cost 
recovery, m thw context, means the water and wastewater uthty would generate mcome from users fees 
suffiaent to cover operation, mamtenance and admstrattve costs In addition, the financmg of cap~tal 
mvestments would be accomphshed by obtumg loans, and semcmg the loans 

The most crucial element on the road to fill cost recovery rates is the Government of Egypt's comrmtment 
to elurunatmg dlrect or mdlrect subsldres prowded by the natlonal or local governments Interruptmg the 
flow of easy money fiom the government can force the local Government or uthty, to Improve the cost 
effectiveness and efficiency of thelr operations The elmmation of subsidies must be gradually phased m, 
and should proceed at dflerent speeds at each of the SCP locatlons However, the government 
comtment to a clear and transparent plan for subs~dy elmmatlon 1s Important, so that each uthty can 
take measures to prepare for decreasmg subsldles by mcreasmg rates gradually and buddmg a more 
efficlent rnstltutlonal structure 

Tanff Schedule 

An appropnately deslgned ta& schedule can be an effectwe mechmsm for sunultaneously provldmg hnds 
for operatmg and mamtamg the exlstmg water and wastewater system whde provldmg finds for 
expandmg the mfiastructure, or replacmg essenttal components A t d d e s l g n  model can asslst m 
determmmg guldelmes for water supply schedules for resldentlal, commercial, mdustnal and agriculture use 
of water and wastewater t d s  for uthtles 
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A rewew of tariff related topics mdicated the follomg suggestions 
A selffinancmg tariff system is essential for independence It is essential that each uthty, adopt the 
pohcy and program to effectively unplement the requlrement that tadra tes  be designed to cover the 
total costs recovery of the operating, mamtenance and capital investment costs for exlstmg and new 
fachbes 
Commercial mdependence is requu-ed for new mvestment fadties 

CONCLUSION 
The effectwe economc approach is to assure that the consumer perceives the pnce of water/wastewater, 
or any commodity, reflects the actual cost Any product, mcludmg water, that is underpriced, is 
overconsumed The pnce sends a signal to the consumer of the real cost to the mdiwdual, and society for 
collectmg, transportmg, distnbutmg and dsposing of water Accordmg to WHO, the level for a md- 
development society is 75 hters per capita per day of water, whde only 5 lcd is requlred to sustm Me The 
current levels for water consumption for the SCP is from 71 to 125 lcd, mdicative of a md-development 
comfort range The consumer perceives the pnce of water consumed from the penodic mvoice, however, 
the current tanE bdhg level for residential consumers are hlghly subsidued It is suggested that W r e  
mvoices present two t d l e v e l s ,  one the actual cost of prowdmg water, mthout a subsidy, and the second 
mdicatmg the current t d l e v e l  A note mdicatmg the gap m payments between the cost and pnce of the 
invoice is provrded as a social benefit to residential consumers, and could assist m unprovmg the pubhc 
perceptions of the mtmsic value of clean water 
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ANNEX I 

STRENGTHENED UTILITY SAF'ETY PROGRAM 

The Need 

Occupabonal health and safety is a corporate concept that has been embraced worldwde for over two 
decades It fullills the corporate need to show its employees - its corporate "famdy" members - that it 
cares about theu health and well-bemg whde m theu corporate "home " Although these efforts add capital 
costs to corporate operations, the benefits denved from lowered absenteeism, lowered medical 
compensation, and a sense of well-bemg m a safe work enwonment have proven these programs' 
costhenefit value to the corporation's bottom h e  

Dumg Phase I of the SCIIS, several groups of young students have toured the offices and fachties of the 
Project sltes, as part of the ongomg Consumer Awareness campaps These actiwties wdl c e r t d y  
increase greatly and the Consumer Awareness Program becomes fblly active m the near future Therefore, 
beyond concern for the safety of corporate employees, the Project must make sure that safety programs 
rnclude the safety of msitors as well The consequences of accidents mvolvlng wsitors can meparably 
damage the unage of the uthty m the eyes of consumers, settmg back any gams of Consumer Awareness 
Programs 

Dumg Phase I, the Contractor-mspued organtzational charts mcluded only one Safety Officer rn each 
Diwsion, and none m the uthty headquarters Safety issues were mcluded as an mtegral part of all t r m g  
courses, as apphcable On the other hand, counterpart managers frequently emphasized theu desue for the 
Project to procure safety equipment to protect thelr employees from on-the-job hazards well-known by 
them m the course of fachties operabons and mamtenance activities (About 10 years ago m Luxor, two 
laborers ded from poisonous gases whle pe r fomg sewerage system mamtenance ) 

Cursory Evaluation of Phase I1 Promam Plan 

The contractor has responded to these concerns by developmg a Program Plan for lrnprovrng occupational 
health and safety, and by pnontmng safety equipment m Phase 11 procurement The Program Plan is 
scheduled for start-up m July 1999 Whde Safety Umts have been proposed for both the headquarters and 
dlmsion levels, the pmcipal focus of ths program seems to respond only to the safety needs of workers 
exposed to potentially hazardous operations Ths Plan only responds to the most obwous defhtion of 
"occupational health and safety," as expressed by the concerns of local counterparts (The Program Plan 
for these actimbes seems to be comprehensive ) 

Modern corporate cultures embrace the concept of occupational health and safety to the entlre corporate 
enwonment, whch mcludes nommally non-hazardous enwonments as well Examples of safety concerns 
m "non-hazardous" enwonments are buddmg structural mtegnty, electrical m g ,  emergency exlts and 
procedures, chemcal cleatung matenals, smtary conditions, and open pathways 
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Recommendation 

The Contractor should reorgamze the stailing of the Occupabonal Health and Safety Program Plan as 
follows 

At the uthty headquarters, an overall Corporate Safety Dlrector under the Uthty Charman, but above 
all h e  department managers, responsible for all uthty-wde safety programs 
At the Division level, a Safety Umt Manager drectly under the Water Section Manager and the 
Wastewater Semon Manager (2 total), responsible for safety programs m "hazardous enwonments" m 
the Water and Wastewater Se&ons, respectwely 
At both the headquarters and Diwsion levels, a Safety Umt Manager dlrectly under the Admstration 
Department Chef (one at headquarters plus one for each Division), responsible for safety programs m 
"non-hazardous" enwonments 
Designated Safety Officers at each "hazardous" fachty (not a W-tune responsibhty), responsible for 
routme momtomg of fachty safety standard operatmg procedures 

htially, a "safety audit" should by performed by a contracted speciahst for each uthty Conducted 
annually, thls audit should Include both "hazardous" and "non-hazardous" enwonments The Contractor 
should supply ths audit through its prowsion for short-term techcal assistance, followed by assistance to 
Project counterparts m contracting for ths  sernce locally for sustamabhty, as apphcable 

T r m g  and techcal assistance should be added to fachtate the sustmabhty of the above Program Plan 
additions, as needed 
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